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Only STEEL can do so many jobs so well 











Operation Deep Freeze. Last year, to prepare Antarctic base sites for the 
present International Geophysical Year, U. S. Navy Task Force 43 made an 
almost complete circle around Antarctica. Lead vessel was the USS Glacier, 
powerful pride of the Navy’s icebreaker fleet. In this startling picture, the 
Glacier pokes her tough steel nose into the desolate Atka Bay ice barrier so 
that scientists and Navy men can reconnoiter and plant the American flag. 











High Line At Low Cost. These gigantic 
electrical transmission towers are 198 feet 
high—because they must provide 100 feet of 
clearance for ships passing underneath in 








The Finest Printing is Done on Clay. High-gloss papers (called enamel- Old Tampa Bay, Florida. By using a special 
coated) are covered with a thin coating of smooth, hard, lustrous clay to keep USS Man-TENn High Strength Steel, 614 
printing inks from being absorbed into the paper fibers. That clay is mixed tons were trimmed off the weight of each 
in tanks like this one. Tanks are stainless steel because nothing else can with- tower. The total money saving for four 
stand the grinding action of the clay and at the same time keep it pure and towers amounted to $7,200 . . . far more than 
white. In fact, this stainless tank has lasted seven times as long as the pre- the slight extra cost of the high strength 
vious non-stainless tank. steel. Another job well done with steel! 
American Bridge . . . American Steel & Wire and Cyclone Fence . . . Columbia-Geneva Steel 
Consolidated Western Steel . . . Gerrard Steel Strapping . . . National Tube. . . Oil Well Supply 
Tennessee Coal & Iron . . . United States Steel Homes . . . United States Steel Products 
United States Steel Supply . . . Divisions of United States Steel Corporation, Pittsburgh 


Union Supply Company - United States Steel Export Company - Universal Atlas Cement Company 
USS and MAN-TEN are registered trademarks of United States Steel 
Watch the United States Steel Hour on TV every other Wednesday (10 p.m. Eastern time). 7-2229 
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What is the calibre of the management team? ... 








Guaranty’s Investment Service... 
Statistics are just the beginning 


In managing investments it is vitally 
necessary to make a careful statistical 
and factual analysis of individual com- 
panies and securities. But often, a 
deeper insight into a company or an 
industry requires more than can be 
gleaned from statistical sources. 


When handling other people’s securi- 
ties, cither through an Investment Ser- 
vice Account or in the capacity of 
trustee, Guaranty officers realize that 
it is frequently necessary to see a 
company’s actual operations, to learn 
about plans for the future first-hand, 
to judge the ability of the management 
team im person. 


Consequently, the senior investment 
analysts of Guaranty Trust Company 
call on companies throughout the coun- 
try, getting facts and information in 
areas such as marketing, research, pro- 
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duction costs, consumer interest, finan- 
ces, taxes, and growth potential. 


Obviously, this knowledge must be un- 
derstood and acted upon. It is here that 
two vital attributes of Guaranty’s in- 
vestment officers contribute to the effi- 
cient management of investments: 


Judgment — which means knowing 
how to use the knowledge available, 
how to evaluate it effectively, and 
when to take action. 


Personal Interest — Guaranty officers 
try to put themselves in the position 


of those they serve, making decisions 
and recommendations in the light of 
individual requirements and needs. 


The investment service of Guaranty 
Trust Company is available to indi- 
viduals, corporations, and institutions. 
If you would like additional informa- 
tion about Guaranty’s Investment De- 
partment, write for - 

a copy of an inter- 
esting new booklet 
entitled “Not Sta- 
tistics Alone.” Ad- 


dress Dept. T-2. | 






GUARANTY TRUST COMPANY ~ 





OF NEW YORK =. 
Capital Funds in excess of $400,000,000 


Fifth Ave. at 44th St., New York 36 + Madison Ave. at 60th St., New York 21 
40 Rockefeller Plaza, New York 20 & London «+ Paris + Brussels 


140 BROADWAY, NEW YORK 15 
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BANK OF NEW YORK 
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New York's | 
first Bank 





Capital Funds over $43,000,000 


48 Wall Street, New York 15, N. Y. 
530 Fifth Avenue 





63rd Street and Madison Avenue « /3rd Street and Madison Avenue 











Member Federal Deposit Insurance Corporation 
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Cover Picture . . . There is strength in the 
peacefulness of the village winter scene 
caught on the frosted surface of a Christmas 
ornament ... a sense of well-being from 
the fruits of the autumn’s harvest; a feeling 
of integrity growing out of the year’s honest 
labor; and a faith in the future symbolized 
by the little church. It is a strength that 
surges the more when we reflect upon our 
freedom to live and work and worship 
where we choose. The American achieve- 
ment in human fellowship and mutual un- 
derstanding, shared to greater or less extent 
by other nations of the free world, is harder 
come by, more costly, and more frighten- 
ing. Beyond the momentary sputnik are the 
eternal spheres and the wonder of the Star 
of Bethlehem. 


Photo by A. Devaney, Inc., N. Y. 








Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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Ancillary 


Administration 


on Florida’s 
West Coast 





BANK of DUNEDIN 


DUNEDIN, FLORIDA 


Member Federal Deposit Insurance Corporation 





“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
Capital Funds... . $ 27,947,633 
Total Assets ... . $272,638,337 
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WATCHMAN, WHAT OF THE NIGHT in the stock 
market? is a question that a psychologist 
can probably best answer, though some say 
that if the market goes much lower a path- 
Ologist could best judge. One lesson of 
primary importance to the long-term in- 
vestor is now in the making: bulls or 
bears — in any numbers — may be as indis- 
criminate as a skunk at a lawn party, but 
Superior performance and potentials of an 
industry or company are bound to show 
through in time......AS Economist Elsasser 
said at the recent Mid-Continent Trust 
Conference in New Orleans, this is no time 
to "rely on market averages, but on study 
of specific opportunities." "How would you 
describe the ‘average’ weather, or ‘aver- 
age’ mother-in-law" asks N. Y. Herald- 
Tribune's Norman Stabler.......While the 
Baltimore & Ohio Railroad Co. was reducing 
and the Erie Railroad omitting their divi- 
dends more progressive transportation man- 
agements like Newport News Shipbuilding 
and United Aircraft were declaring stock 
dividends and payment of regular or in- 
creased rates on the added shares too. 

The dollar values of informed, trained in- 
vestment selectivity are tested in bear 
markets and will be proven as the cus- 
tomers, too, weed out inferior or over- 
priced goods. 


FEARS FOR THE FATE OF FUNDED STOCK RE- 
TIREMENT AGREEMENTS have now been pretty 
well dissipated with the reversal of the 
Tax Court's decision in the Prunier case. 
This ruling, along with that in the Casale 
case and other recent judicial pronounce- 
ments, had been viewed with alarm in many 
quarters because premiums paid by the cor- 
poration for insurance on the lives of 
Stockholders had been taxed as dividends 
to the latter. Calmer heads, on the other 
hand, had appraised the situations in- 
volved in these litigations as unorthodox. 
Reversals of both judgments have restored 
confidence in the soundness and efficacy 
of the traditional pattern of business in- 
surance agreements, as described in this 
issue at p. 1189. 
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THE STOCK MARKET IS ADJUSTING TO LEVEL- 
LING OFF in business and must established 
a new base, probably somewhat below the 
400 D-J industrial average, in the opinion 
of the Investment Panel at the recent New 
Orleans Mid-Continent Trust Conference. 
There is no reason for pessisim, however, 
and the next two years will probably be a 
see-saw affair which will offer oppor- 
tunities for exercise of keen investment 
judgment by trustmen. Details at p. 1202. 


A LAW PURPORTING TO GIVE THE DOMICILIARY 
State courts exclusive jurisdiction over 
the devolution and administration of a de- 
cedent's assets wherever located has been 
held unconstitutional by the Kansas Su- 
preme Court (p. 1258). In voiding the Kan- 
sas statute, the decision casts doubt on 
the validity of similar legislation en- 
acted in the few other states in recent 
years. 


MANUFACTURERS AND MERCHANDISERS FORESEE 
not only "another good year" but look for 
1958 sales to exceed those for 1957 and 
profits to at least equal this year's. In 
a survey of executives in 1,614 represen- 
tative firms in all lines of industry and 
distribution, Dun & Bradstreet so summar- 
ized the sentiment in the December Dun's 
Review & Modern Industry. Between 58 and 
61% of those interviewed in durable and 
non-durable manufacturing, wholesale and 
retail trade, expected increased sales, 
only 9% of all looked for a decline...... 
Happy New Year. 





SEVERAL THOUSAND COMMERCIAL BANKERS will 
get frequent reminders of the usefulness 
of a trust department to their customers 
and to the bank's own progress, through 
the new feature in the AMERICAN BANKER 
entitled "Trust and Estate Planning Desk." 
This can be a real service to both parties 
in the capable hands of its editors whose 
action is another recognition of the great 
role Trusteeship is now playing in the 
financial world. Yet how right they are in 
their introductory remark: "It is said 
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that top management does not fully appre- 
ciate the potentialities....in trust and 
estate planning business." 


A YEAR-END RESOLUTION FOR ATTORNEYS AND 
TRUST OFFICERS should be to clear their 
desks — or possibly even their "file- 
chairs" and "pending" trays of uncompleted 
estate plans. Unwarranted delay in follow- 
ing through or processing an estate plan 
may well lose the person's good-will or at 
the least let the interest cool off and 
thus stymie the acquisition of the busi- 
ness or nullify the time and expense al- 
ready expended........We have seen several 
folders of this nature — sometimes liter- 
ally piles of them — on many a legal or 
trust desk, awaiting the ever-receding day 
of reckoning. Generally this is the result 
of man=-power shortage, but it is suspected 
that the problem goes deeper, to the tend- 
ency to put off a tough job or to evade 
coming to grips with the personnel prob- 
lem. Estate planning or analysis is admit- 
tedly the heart, and source, of the 
greater part of personal trust department 
business, and therefore more essential to 
fulfill. In several cases the situation 
has been very satisfactorily met by re- 
taining a retired trust official on a con- 
sultant basis. 


TOTAL VALUE OF 36,595 ESTATES for which 
Federal estate tax returns were filed dur- 
ing 1955 was $7.5 billion, largest for any 
year, with net tax after credits amounting 
to $778.3 million. Of these, 41% were less 
than $100,000, according to statistics 
just released by the Internal Revenue Ser- 
vice. Two per cent were valued at a mil- 
lion more....Corporate stock at $3.1 
billion accounted for 41% of aggregate 





Chart 2.—COMPOSITION OF GROSS ESTATE 
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gross estates; real estate, with $1.6 bil- 
lion, was next at 21%, followed by cash 
and bonds, at approximately 10% each, and 
life insurance at 6%. 


BANK ANNUAL REPORTS: WHO READS THEM 
depends mainly on who gets them and 
whether they look interesting. With stock- 
holding widely dispersed as it is for 
larger banks, the annual message and re- 
port from the president has an important 
part to perform. Some banks are taking ad- 
vantage of the opportunities it gives to 
create interest and good-will, and even 
to get more business from those who have 
a pocket interest in the bank's welfare. 
Trust services can very effectively be 
brought to attention of these prize pros- 
pects by citing some of the accomplish- 
ments (such as those mentioned at p. 409, 
April issue). As to distribution, both the 
local and financial press should receive 
copies. Several banks send them also to 
certain high school and college teachers, 
and to select bank customers. 


TRUST OFFICERS ARE BECOMING PRESIDENTS, 
executive or senior vice presidents of 
their banks with increasing frequency, 
partly because the trust training is so 
diverse, and so often includes working out 
commercial banking matters as well as the 
legal, real estate, insurance and account= 
ing problems. Similarly significant are 
the many appointments of trust department 
executives as bank directors. Dale Sharpe, 
who was vice president in the trust in- 
vestment division of the Guaranty Trust 
Company of New York, was chosen president 
to succeed the late William Kleitz; Harry 
Bardt, well-known career trustman with the 
Bank of America in San Francisco, has 
been selected as executive vice president 
of the largest bank in the world. In 
Minneapolis, John Moorhead, who was a 
trust investment officer of the Minnesota 
Loan & Trust Co. when it merged with the 
Northwestern National Bank, is its new 
president. In smaller cities too trustmen 
are proving their financial mettle: G. H. 
Lawhead, for many years head of the trust 
department of Flat Top National Bank in 
Bluefield, W. V. is now its president, and 
James Barker presides at Mechanicks Nation- 
al Bank of Concord, N. H. after serving as 
vice president and trust officer. 


THE FIRST COMMON TRUST FUND TO BE SPLIT 
into two parts is that managed by First 
Pennsylvania Banking & Trust Co. of Phila- 
delphia. See details at p. 1219. 
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Paul Radkai 


The FIRST 
NATIONAL CITY BANK 
of New York 


Investment Advisory Service is 


Administered by our Affiliate: 


CITY BANK FARMERS TRUST COMPANY 


22 William Street, New York 


Member Federal Deposit Insurance Corporation 





A Pointer for Pop 


The man ,0inting out one of the landmarks of Wall Street is Mr. 
I 


Leonard Barrett-Smith, Trust Officer in the City Bank organization. 


The landmark is the famous columned entry to First National Citys 
head office. His friends, father and son, are the owners of a successlul 
family business in a small city nearby. 

They're in town to review the provisions ofa family trust which 
the older man had the foresight to establish some years ago. Now he 
is nearing retirement, with a daughter and two grandchildren, and a 
son who is beginning to take over the management of the business. As 
he has done in the past, this father has turned to the Trust Company /or 
friendly, reliable guidance in this matter of family financial planning. 

For some further information on how we may be of assistance to 
you, just write for a free copy of “wHaT you SHOULD KNOW ABOUT 


PERSONAL TRUSTS. 
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AMERICAN BANKERS ASSOCIATION 


TRUST COMMITTEE CHAIRMEN - 1957-58 







Common Trust Funds 
HOLLIs B. PEASE 
The Hanover Bank, 
New York 


Corporate Trust Activities 
RONALD M. KIMBALL 
Continental Illinois 
National Bank & Trust 
Co., Chicago 


Handling Businesses in 
Trust 
CLARENCE D. COWDERY 


Boatmen’s National Bank, 
St. Louis 


Fiduciary Legislation 


LERoy B. STAVER 
United States National 
Bank, Portland, Ore. 


Relations with the Public 


EDWARD W. NIPPERT 
Fifth Third Union Trust 
Co., Cincinnati 


Relations with Life 
Underwriters 
JOHN M. ZUBER 


Republic National Bank, 
Dallas 


Taxation Trust Investments 


A. G. QUAREMBA 
City Bank Farmers Trust 
Co., New York 


E. T. BARTLETT 
Cleveland Trust Co. 
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Costs and Charges Employees Trusts 
JOHN L. GIBBONS 

Chemical Corn Exchange 
Bank, New York 


W. F. WORTHINGTON 
First National Bank, 
Dallas 





Operations for Trust 
Departments 
HERBERT J. SMITH 
Old Colony Trust Co., 
Boston 


Relations with the Bar 
Don H. McLucas 
Northern Trust Co., 

Chicago 





Statistics 


Relations with Supervis- 
ory Authorities 


ROBERT A. JONES 
Guaranty Trust Co., 
New York 


WILLIAM P. WISEMAN 
Chicago Title & Trust Co. 


Trust Policies 


Trust Personnel 


RICHARD P. CHAPMAN 
Merchants National Bank, 
Boston 


B. B. BROWN 
American Trust Co., 
San Francisco 





THE OTH=R FELLOW’s BAacK YARD 


Each of the four members of the 
estate planning team has his own “back- 
yard” specialty but each should give 
consideration to the others’ reeommenda- 
tions in planning, John B. Harriman told 
the October meeting of the Rhode Island 
Estate Planning Council. Mr. Harriman, 
who is vice president of Boston Safe De- 
posit and Trust Co., asserted that the 
ultimate choice between alternative pro- 
posals must be made and in the best 
interests of the client. He illustrated his 
remarks with three typical cases. 
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DETAIL OF BUSINESS EXPENSES NOT 
REQUIRED 


The Internal Revenue Service has re- 
versed its previously announced policy 
that it would require itemization of ex- 
pense allowances on Line 6(a) of this 
yar’s Form 1040 — individual income 
tax return. The change followed wide- 
spread protest that the new line was 
not announced until after ten months of 
the year had elapsed and many taxpay- 
ers had not preserved records of these 
allowances for travel, entertainment and 
the like. 










Trust Companies Sponsor 
Law School Contests 


Boston Safe Deposit and Trust Co. has 
announced its second annual Estate 
Planning and Drafting Contest for stu- 
dents in the Schools of Law of Boston 
College, Boston University, Harvard 
University and Suffolk University, Par- 
ticipants will be given a problem pre- 
pared for the trust company by attorney 
members of the Boston Estate Planning 
and Probate Forum and will prepare a 
solution supported by recommended 
drafts of the legal instruments deemed 
by them to be necessary. Three prizes 
totaling $500 will be offered in each of 
the law schools. 

The prizes at Harvard will be awarded 
to winning teams in the Drafting 
Competition which was established there 
in 1951 and which in 1957 was desig- 
nated to honor Samuel Williston, Dane 
Professor of Law, Emeritus. 


Senior students at Stetson University 
College of Law will be able this year to 
participate in a Trust and Estate Draft- 
ing contest sponsored by Union Trust 
Co., St. Petersburg, Fla. Prizes of $100, 
$50, $25, and a copy of some outstanding 
legal work will be awarded severally to 
the authors of the four best papers. Com- 
petitors will be required to draft both 
a will and a letter to the client explain- 
ing why various provisions have been 
included. 

The factual situation on which the will 
is to be based was distributed on Decem- 
ber 2, and the awards will be announced 
at graduation in May. The committee 
administering the program consists of 
Dean C. Houk and David R. Lowell, trust 
officer and assistant trust officer respec- 
tively of the Union Trust, together with 
William O. Morris, associate professor 
of law, and Joseph A. McClain, visiting 
professor at the College of Law. These 
men will also screen the papers and 
submit the best eight to a separate com- 
mittee of three jurists for final judg- 
ment, 
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TRUSTMAN WINS $1,000 For IDEA 


For years the end of the month vol- 
ume in the Coupon Collection Depart- 
ment has been a frequent cause of over- 
time, but the problem has now been 
solved, Chase Manhattan News reported 
in its November issue. 


So many of these coupons came from 
the Trust Department during the last 
few days of the month that Myron E. 
Taylor started four years ago to work 
out a better system. By eliminating sev- 
eral steps in the processing of coupons 
in the trust department and establishing 
a different system of controls he ob- 
tained a more steady flow of work for 
both departments. This program has now 
been tested for two years and Mr. Tay- 
lor has been awarded $1,000. 
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—David W. Corson from A. Devaney, N. Y. 


View down Canal Street in New Orleans. 


EETING IN THE CHASTENED ATMOS- 
M phere of the only civil or Na- 
poleonic Code law in the Union, but 
also in one of the most picturesque and 
easy-going of great American cities, the 
American Bankers Association’s Trust 
Division convention at the Jung Hotel in 
New Orleans drew perhaps a record out- 
of-town attendance — 516 out of 540 
registered. 

Southern states were better repre- 
sented than usual, one reason being the 
wide interest in the possibility of re- 
establishing the Southern Trust Confer- 
ence. In a special meeting the large 
majority of those present favored the 
holding of such a conference next year, 
but several aptly suggested that further 
evidence of “grass-roots” support be 
assured before commitment. Aside from 
a representative or two from a fairly 
limited number of banks, the New York 
and most regional conferences have 
proven too distant or expensive to bring 
benefits of such fraternizing and discus- 
sions to those below the Mason-Dixon 
Line or its westward extension. 


The two-day program was notable for 
the full-houses at each session, encour- 
aged by the practical speeches and panel 
discussions, couched in plain English 
in contrast to the Latin or Greek or 
Janus-like talk all too common on the 
professional, political or even business 
lecturn. 


An excellent example was the inter- 
esting address of the luncheon speaker, 
Federal Judge John Minor Wisdom, 
contrasting the civil and common law 
of trusts, and remarking that these two 
basic legal systems of civilization are 
trending closer, as common law tends io 
require Codification and civil laws be- 
come modified by court decisions re- 
specting new situations of modern life 
(p. 1194). Judge Wisdom foresees ap- 
plication of the trust concern in Latin 
America as helping open more two-way 
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Trust Life in 





Everyday Terms on a 


High Economic Plateau 


Report of 26th Mid-Continent Trust Conference 
New Orleans, La.; November 21-22, 1957 


contacts, with the States, and authori- 
tatively answers the doubts of literal 
New Orleanians as to the legality of a 
Trust in Louisiana, an _ attitude ex- 
pressed in the opening remarks by A. 
R. Johnson as chairman of the state’s 
trust division. 


Economic View 


Robert W. Elsasser, management an- 
alyst from New Orleans, also eschewing 
the frequently confusing lingo of the 
professional, made observations of perti- 
nence and applicability to these times. 
A particularly sensible suggestion was 
that we rely less on market averages 
since the “comfort of strong general un- 
derlying trend” is missing at this time 
and “for the first time in 17 years mar- 
ket conditions for each commodity will 
be more influential in price determina- 
tion than general money and credit con- 
ditions.” 


The outlook for public spending, 
Federal, state and local, for 1958 is to- 
ward larger, rather than _ reduced, 
amounts and this area has been the 
prime cause of the present inflationary 
era. Although 1958 may prove to be a 
year of relative stability in the purchas- 
ing power of the dollar or may even 
register some improvement, the trend of 
price levels is gradually and indefinitely 
upward. In Mr. Elsasser’s thinking, the 
future of our economy probably rests 
upon arousing public respect for thrift 
in public expenditure, rather than easy 
recourse to deficit financing by borrow- 
ing, which is no more than deferred 
taxation. Unfortunately, however, he 
saw no prospect of lower public spend- 
ing through 1960 and this is his basis 


for projecting a rising price trend. 


The Federal Reserve Board’s firm pol- 
icy on money rates came in for praise 
from the speaker. He contended that 
there has been no actual shortage of 
credit for sound banking demands while 


speculative uses have been held in check 
and, if restraints had not been invoked, 
the inevitable corrections would have 
been more severe. He likewise hailed the 
recent rate reduction by the Board as a 
constructive step in countering threat- 
ened downward adjustment. 


Mr. Elsasser’s appraisal of today’s sit- 
uation is cautious for the short term and 
optimistic on the longer term, based 
upon population growth. The generally 
strong underlying pulse of business to 
which we have become accustomed in 
recent years has disappeared and “may 
not reappear for another ten to twelve 
months.” Consequently, investment de- 
cisions should be based less upon pre- 
vious rule of thumb procedures than 
upon intensive study of specific situa- 
tions as they exist today. 


Trust Business as a Career 


Division president Walter Kennedy, 
who is also president of the First Na- 
tional Bank in Montgomery, Ala., made 
a lucid and thought-provoking analysis 
of the change in trusteeship from the 
position largely of passive “stakeholder” 
or overseer for post-mortem property 
distributions to the active role of estate 
analyst and investment and _ business 
manager for the living also. This was a 
fitting prelude to his catalogue of the 
added advantages today of Trusteeship 
as a challenging career rather than an 
escape to high silk hat and kid gloves. 


The problem of attracting fully quali- 
fied people for potential executive posi- 
tions is perhaps more intensive in the 
trust field than in any other field of 
banking, Mr. Kennedy asserted. 


A smaller proportion of trust officers 
today are lawyers than was the case a 
quarter of a century ago, be observed. 
The definition of the practice of law in 
most jurisdictions has been broadened 
so that trust officers are neither expected 
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nor allowed to draft wills, conduct 
probate proceedings, or handle similar 
matters commonly performed by trust 
officers 25 to 30 years ago. 

The general level of knowledge of the 
Bar in estate matters has greatly im- 
proved during this period, and some 
members of the Bar have given at least 
a portion of the credit to the work of 
banks and trust companies. As matters 
of precedent have become more firmly 
established, there seems to be less rea- 
son to have a lawyer at the head of a 
irust department. 

In the past 30 years the importance 
and volume of tax matters has increased 
significantly, Mr. Kennedy observed. To- 
day “estate planning” is a familiar 
phrase, yet it is a term and a new con- 
ception of service developed within the 
past 25 years. 

The use of common stocks as appro- 
priate trust investments in many cases 
is commonly accepted by most trustmen 
today, but 25 years ago a booklet by 
the late Alison Scully, entitled “Com- 
mon Stocks as Trust Investments.” was 
considered a radical suggestion. The 
common trust fund has been popularized 
within the span of the personal experi- 
ence of most of the members of his 
audience, Mr. Kennedy said. 

More trust officers are deficient in 
human relations than in technical skills, 
the speaker opined. Ability to deal suc- 
cessfully with customers, employees, and 
the general public is a necessary ele- 
ment in the make-up of a successful trust 
officer. A trust officer is not only con- 
cerned with investments, and _ other 
property; he is vitally concerned with 
people — and an interest in people, and 
the desire to serve people, must be 
genuine, or the human relations func- 
tion will suffer. 

While the trust business is fraught 
with many complexities and difficulties, 
a well organized bank or trust company 
with competent management should have 
much to offer a competent person seek- 
ing a trust career. On-the-job training, 
the American Institute of Banking, and 
the graduate schools in banking, present 
an educational opportunity unequaled in 
any other industry. 

Management should offer work in ap- 
propriate quarters with modern equip- 
ment, and with an adequate, well trained 
staff. Management must also recognize 
that the high requirements of personnel 
involved in the trust business should 
bring not only proportionate pay but 
recognition as well in the forms of title 
and prestige. 

One of the greatest compensations of 
a trust career is the innate satisfaction 
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that comes from performing a worth- 
while job and g:ving a needed service to 
people whose lives have been improved 
and enriched. 

A trust career also affords the oppor- 
tunity to grow with the job, Mr. Ken- 
nedy continued. In spite of impressive 
statistics on the growth of trust business 
in recent years, a tremendous potential 
business lies ahead. In most instances, 
a trust officer does not have to set his 
sights beyond his own department or 
beyond his own bank to visualize a 
tremendous growth in the possibilities 
of his own job. 

The trust department itself need not 


be a dead-end street, the speaker added, 
citing trustmen who have become promi- 
nent in government and industry as 
well as heads of commercial banks. 

In closing, Mr. Kennedy remarked 
that in recent years more and more 
banks have elected women officers in 
trust departments. Women can be used 
most effectively in many phases of trust 
work at the officer level and he predicted 
a much wider recognition of this prin- 
ciple in the future. 


The Plan’s the Thing 


The Panel on Estate Planning pro- 
vided lucid and logical demonstration of 
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PANEL ON ESTATE PLANNING AT TRUST CONFERENCE 


Joseph A. McClain, Jr., Eugene D. Badgley, E. W. Nippert, Clark W. Breeding, and 
(standing) moderator Don H. McLucas. 


how a client’s financial affairs should be 
appraised and organized for his own and 
his family’s protection and welfare. In 
the absence of William Heath of Harris 
Trust & Savings Bank of Chicago, Don 
H. McLucas, vice president of The 
Northern Trust Co. of the same city, ex- 
pertly coordinated, as moderator, the 
presentations by the four panelists. 

The panelists represented the four 
professional interests concerned with 
modern estate planning: Eugene D. 
Badgley, director of agency services for 
Equitable Life Assurance Society, New 
York; Clark W. Breeding of the account- 
ing firm of Peat, Marwick, Mitchell & 
Co., Dallas; Joseph A. McClain, Jr., at- 
torney with Mabry, Reaves, Carlton, 
Fields & Ward, Tampa; and Edward W. 
Nippert, vice president and trust ofkicer 
of Fifth Third Union Trust Co., Cin- 
cinnati. 

The stage was appropriately set by 
Mr. McLucas’s outline of the hypotheti- 
cal case history and Mr. McClain’s lead- 
off statement that “even with a wealth 
of experience, the lawyer can’t play all 
positions on the ball team” if for no 
other reason than the fact that law, taxa- 
tion, business, investment, pension and 
insurance and other facets of estate or- 
ganization, management and distribution 
are all in a state of flux or development. 
This would be most obvious where a 
business interest is a substantial part of 
the estate and, as in the situation re- 
viewed by the panel, it is the testator’s 
wish to give the son newly in the com- 
pany time to ripen, and also give the 
younger son a chance to take his place in 
the family business after completion of 
his education and possible apprentice- 
ship elsewhere. 

The audience was supplied a set of 
data on both Mr. and Mrs. Prospect’s 
assets and latest federal income tax re- 


turn, highlights of history and 10-year 
statement of earnings and balance sheet 
of the business — a wholesale supplier 
— where most of the capital was there- 
fore in inventory. Agreement was, not 
surprisingly, general that a corporate 
trustee be appointed with flexible powers 
to cope with the income needs of the 
wife and the business interests of the 
sons, whatever they might be, such as 
the right to purchase company stock if 
needed to raise cash, or to acquire the 
minority interest. 

It was aptly pointed out that alloca- 
tion of certain assets to a living trust 
would simplify the various income 
needs, for example, one of $10-15,000 
for the younger son’s college educa- 
tion. Insurance on both husband and 
wife was recommended as was key-man 
insurance to provide funds for employ- 
ment of an expert manager if needed to 
carry over any period of transition. 

Typical of the fairly recent favor 
which business interests have found as 
trustee holdings, it was noted that this 
asset might repeat its history and double 
its value in ten years, a profitable in- 
vestment in any portfolio but also one 
where responsibilities would be strictly 
laid out in advance. The desirability of 
a searching business-estate analysis was 
stressed also as the basis for getting ac- 
quainted with the problem that could be 
anticipated or would need watching by 
the trustee either as an active director 
or in the role of adviser, observer and 
reporter, with provision for special com- 
pensation for special time and services. 

As in practically all estate situations 
of substantial size or diversity, emphasis 
was made on the importance of periodic 
review, as it was obvious that the mana- 
gerial as well as family and financial 
picture could change quite markedly. 


(Continued on page 1244) 
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Critical Analysis of Proposed Law on 


Multiple Trust 


XCEPT WHERE ASSIGNMENT OF IN- 
K come is involved, income-producing 
property can be gifted and the income 
subsequent to the gift is taxable to the 
donee. However, this recognized princi- 
ple has been stretched to the breaking 
point in the trust area where a grantor 
sets up a number of trusts to accumulate 
income for the same beneficiary which 
result in the creation of a number of 
unrealistic tax pockets. At the present 
time, these multiple trusts not only 
achieve reduced tax rates and multiple 
exemptions, but also enjoy multiple 
throwback exemptions. It is obvious that 
by precise planning substantial tax sav- 
ings within the family group are possible 
because each potential family donee can 
have income accumulated for him in an 
unlimited number of trusts with very 
little distinction necessary among _ the 
trusts. 


Legislation Proposed 


The increasing significance of this sit- 
uation has reached a point where legis- 
lation is expected in the near future. 
Professional societies in recent years 
have recommended that some action be 


taken in this tax area. 


In May 1957, the Advisory Group ap- 
pointed by the Mills Subcommittee on 
Internal Revenue Taxation of the Com- 
mittee on Ways and Means, submitted a 
report which included a draft of Section 
641(c) designed to deter tax avoidance 
in the field of multiple trusts. It is worth- 
while to review the high points of this 
proposed legislation because present 
opinion is that the 1958 tax bill will 
definitely include legislation along the 
same lines and there is indication that 
multiple trusts formed after November 
7, 1956, may be caught up in the 1958 
legislation. 


The mechanics of the attack on multi- 
ple trusts has been generally agreed upon 
for some time. Such trusts would be re- 
quired to consolidate their income and 
pay a tax on the combined amount. 
Sophisticated taxpayers are aware that 
the creation of trusts on the same day 
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with similar assets, the same beneficiary 
and trustee, each trust to accumulate in- 
come for the same period, run the risk 
of being taxed as one trust without any 
new legislation. However, adroit varia- 
tions render the result less certain and 
legislation is definitely required. The 
Advisory Group states that “such varia- 
tions include different dates of creation, 
dissimilar assets, different trustees, dif- 
ferent dates of distribution, different but 
overlapping groups of beneficiaries, dis- 
cretionary powers of distribution, pow- 
ers of appointment and different contin- 
gent remaindermen.” By such diversion- 
ary tactics, an atmosphere of differences 
in substance between the trusts is hoped 
for but in reality no actual material dif- 
ference exists to warrant separate tax- 
payers. 


Outline of Section 


First taken up in Section 641(c) (1) 
are inter vivos trusts. If a grantor estab- 
lishes separate inter vivos trusts where 
the primary beneficiary or beneficiaries 
of the currently accumulated income are 
substantially the same, the tax payable 
by the trusts shall be computed as 
though the separate trusts were one 
trust. The exceptions to this rule are 
(1) when the combined income is less 
than $2,000 or (2) when the combined 
tax is less than the separate taxes or (3) 
when the separate trusts do not exceed 
three in number and no two of them 
were created within a period of sixty 
months. The Secretary is directed to de- 
velop regulations as to the computation 
of the tax by the separate trusts, the al- 


axation 


location of tax and assessment among 
the trusts and may require that the same 
method of accounting and the same tax- 
able year be followed in computing in- 
come of the separate trusts. 


Section 641(c) (2) states that if a tes- 
tator in his will establishes separate tes- 
tamentary trusts for the same primary 
beneficiary, exactly the same treatment 
as described above for inter vivos trusts 
will be followed. The sixty month rule, 
exception (3) above, is the only provis- 
ion not in this subsection dealing with 
testamentary trusts. 


Section 641(c) (3) defines inter vivos 
trusts and testamentary trusts. 


Section 641(c)(4) grants the trustee 
a broad exemption from personal liabil- 
ity for taxes assessed under this subsec- 
tion to the extent he did not know such 
taxes were payable thereunder. In deter- 
mining whether a trustee knows of such 
taxes, information received by any ofh- 
cer or employee of a corporate trustee in 
the course of carrying on the corpora- 
tion’s business other than that of admin- 
istering trusts shall not be attributed to 
the trustee. Furthermore, unless a trustee 
is acting as trustee of one or more trusts 
created by the same grantor under sub- 
stantially identical instruments or of one 
or more trusts established under the will 
of the grantor, he shall not be treated as 
knowing that taxes are payable under 
this subsection until written notice to 
that effect is received from the Commis- 
sioner. 


Section 641(c) (5) gives the Secretary 
or his delegate the right to obtain in- 
formation from the grantor of two or 
more trusts, trustees, and may require 
trustees to exchange information, to the 
extent necessary to carry out the pur- 
poses of the subsection. 


Commentary 


Some observations based upon the 
Advisory Group Report will be of help 
in understanding the various provisions 
of the Section. As has been noted, inter 
vivos multiple trusts will not be joined 
if they do not exceed three in number 
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and are created at five-year intervals. If 
a fourth trust is created after the three 
permitted trusts, all four will be joined 
in future years. Furthermore, where two 
trusts are formed in less than five years 
and a third trust is set up more than 
five years after the second trust, the 
three trusts will be joined. 

Testamentary multiple trusts do not 
have this exception allowing a limited 
number of trusts, so that all such trusts 
are joined unless the income is small or 
the combined tax is less than the separ- 
ate taxes. The statutory construction 
seems clearly to indicate that inter vivos 
separate trusts are not to be combined 
with testamentary trusts. Therefore, it is 
possible that after death there may be a 
joined group of inter vivos trusts con- 
tinuing to file a combined return and 
also a joined group of testamentary 
trusts may come into existance. A re- 
vocable inter vivos trust where the pow- 
er to revoke ceases at death continues to 
be an inter vivos trust even though such 
power has testamentary aspects. How- 
ever, where there is a pour over from 
the will to an inter vivos trust, a testa- 
mentary trust shall be deemed estab- 
lished. On the other hand, where an in- 
ter vivos trust pours into a testamentary 
trust, only a testamentary trust is 
deemed to exist. 

Corporate trustees would be extreme- 
ly wary to assume responsibility of trus- 
teeship where inter vivos trusts are con- 
cerned unless adequate exemption from 
personal liability were set forth in the 
statute. The broad exemption provided 
will make it safe to accept the trust, but 
there is no restriction upon the liability 
of the beneficiaries for additional taxes 
arising through joined returns where 
trust funds are not sufficient to pay 
them. 


“Substantially” Same Beneficiaries 
y 


The proposed legislation’s reference 
to trusts which have substantially the 
same primary beneficiary or beneficiar- 
ies is, of course, the heart of the multi- 
ple trust problem. Generally the entire 
pattern of the separate trusts will be 
scrutinized to make this determination. 
Ordinarily, the term primary means the 
beneficiary who is first entitled to the 
accumulated income or taxable income 
allocated to corpus when there is an or- 
der of succession with respect to such 
income. Where primary beneficiaries 
are substantially the same, different 
termination dates or different corpus 
distributees would no longer provide a 
basis for claiming that separate taxpay- 
ers exist. 


Multiple trusts can be joined or “un- 
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joined” depending upon changes in the 
status of primary beneficiaries. If pri- 
mary beneficiaries change so that they 
no longer are substantially the same, 
then reversion to a separate return status 
occurs. On the other hand, separate 
trusts will be taxed as one if the primary 
beneficiaries become substantially the 
same. 

Primary beneficiaries in the case of 
discretionary income distribution trusts 
are the persons to whom the trustee may 
distribute income from time to time. 
Where persons to whom income may be 
distributed differ in some respects among 
the several trusts, this fact will not pre- 
vent the primary beneficiaries from be- 
ing substantially the same where the en- 
tire beneficiary pattern of the several 
trusts makes it obvious that substantial- 
ly the same beneficiaries will receive 
benefits under the several trusts. 

The use of the word “substantially” in 
the proposed statute is supposed to trap 
situations where family members set up 
trusts with the same primary beneficiar- 
ies of the currently accumulated income, 
using property given to them by another 
family member for this purpose. If this 
can be established, the donor family 
member will be deemed to have estab- 
lished these trusts. 


Example of Non-joinder 


The following example is one of those 
given by the Advisory Group to illus- 
trate the operation of Section 641(c). 

T in his will gives the residue of his 
estate to a trustee to divide into as many 
equal shares as there are children of T 
who survive him and children of T who 


predecease him leaving issue who sur- 
vive him. One of such equal shares is to: 
be allocated to each living child of T 
and each share so allocated is to be held 
in a separate trust in accordance with 
a designated provision in T’s will. One 
of such equal shares is to be allocated 
to the issue of each deceased child of T 
and each share so allocated is to be held 
in a separate trust in accordance with a 
designated provision in T’s will. 

The trustee is given discretion to pay 
out the income of the separate trust for 
each living child of T to any one or more 
of the group consisting of such child, 
such child’s issue, and T’s wife, or to 
accumulate it. The trustee is given dis- 
cretion to pay out the income of the sep- 
arate trust for the issue of each de- 
ceased child of T to any one or more of 
the group consisting of such deceased 
child’s issue and T’s wife or to accumu- 
late it. Though T’s wife is one of the 
primary beneficiaries of the currently 
accumulated income of each of the sep- 
arate trusts, the primary beneficiaries 
are not substantially the same. The sep- 
arate trusts are established primarily for 
the different branches of T’s descendant 
line. Thus each separate trust is a separ- 
ate tax entity. 


Lack of Definitions 


While many are wholly in agreement 
with the need for legislation in this area, 
there has arisen some critical comment 
concerning certain aspects of the legis- 
lation recommended. 

Like much tax legislation these days, 
there is much more explanation in the 
Report than in the actual statute. One 
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never knows whether a Court will feel 
it necessary to resort to the explanation 
in interpreting the statute. Without 
specific statutory definitions of “pri- 
mary beneficiary,” “grantor,” “substan- 
tially the same,” the Commissioner and 
the Courts will have to fill in the gaps. 
(The alternative approach is by means 
of “narrow” legislation which it is ex- 
pected will be expanded after the statute 
has been lived with for awhile.) Tax 
practitioners shudder whenever the word 
“substantially” appears in a statute. One 
need only refer to the use of the word 
“substantial” in the collapsible corpora- 
tion section. Two departments of the In- 
ternal Revenue Service have been unable 
to issue rulings involving the term be- 
cause they cannot agree as to its mean- 
ing. So one major criticism is the lack 
of statutory definition of basic terms. 

For further illustration, take the term 
“srantor.” Let us assume that grantor A 
has set up his three trusts five years 
apart and decides now to have a fourth 
trust. To avoid joining the trusts, he has 
another family member B using prop- 
erty originating with that family mem- 
ber become the original grantor of the 
fourth trust. After an interval of time, 
grantor A makes a contribution to this 
trust. Some test should be provided 
making grantor A also the grantor of the 
fourth trust, depending upon the mo- 
ment in time when he could be said to 
have substantially contributed to the 
fourth trust. This valuation should be 
made as of the time contributions are 
made, and no appreciation or deprecia- 
tion of prior contributoins should be 
taken into consideration. Perhaps an at- 
tribution rule should be provided in the 
statute as to the contributions from the 
spouse, and descendants and ancestors of 
the grantor. In community property 
states, a transfer of community prop- 
erty would result in trusts established by 
different grantors unless there is such a 
rule of attribution. 


Objectionable Provisions 


Let us turn to several matters that are 
actually in the proposed statute, concern- 
ing which there is some objection. 

Trusts should be joined only when 
the primary beneficiaries are the same 
at the end of the year and not when the 
primary beneficiaries are the same at 
any time during the year as provided in 
the proposed statute. Accordingly, the 
death of the primary beneficiary during 
the year would “unjoin” the trusts pro- 
vided the contingent beneficiaries were 
not the same. This year-end status deter- 
mination finds precedence in the exemp- 
tion area and is a more equitable rule. 
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The provision that, where the joined 
tax is less than the separate taxes of the 
trusts, the trusts will not be joined for 
that year and the higher tax will be paid, 
is a one-way street. The Advisory Group 
states this is done to prevent the use of 
the section to reduce the tax payable by 
multiple trusts. The rule should be that 
even where a lower tax results, the trusts 
should still be taxed as one. If the ob- 
jective is that multiple trusts should be 
taxed as one taxpayer, then the joined 
tax should be the tax. 


The statute sets forth that the Com- 
missioner may require the trusts when 
joined to report on the same accounting 
method and the same taxable year. These 
matters should not be left entirely to the 
Commissioner. Where the accounting 
methods used by the trusts is proper 
and clearly reflects income, the statute 
should be made clear that the various 
trusts need not use the same method of 
accounting. The trustees should be al- 
lowed to select a mutual fiscal or calen- 
dar year when joined as long as the 
period selected is the year of at least one 
of the trusts. If the trustees cannot agree, 
then the Commissioner could require the 
use of a calendar year. Furthermore, 
there should be some instruction in the 
statute as to the handling of the short 
period when the trust changes to a com- 
mon fiscal period. 


Unanswered Questions 


As accountants are expected to be, we 
are vitally interested in the working me- 
chanics of the statute. We like to see all 
necessary working rules in the statute 
and not have practical questions left un- 
answered or subject to the whims of the 
regulation-making authority. We are 
usually the first to put the statute to prac- 
tical application when the returns are 
filed, and we dislike working in a vac- 
uum under a broad statute until regula- 
tions or Court decisions are promul- 
gated. 


Many questions come to mind which 
we would like to have answered in the 
statute. 


(1) How will the tax on the joined 
return be assessed and_ allocated 
among the trusts? 

(2) If different trustees are in- 
volved, which one has the responsibil- 
ity for filing the joined tax return? 

(3) Will any problems arise where 
capital losses of one trust are used 
against capital gains of other trusts? 

(4) What about unused loss carry- 
overs when trusts are unjoined? How 
shall they be apportioned out to the 
separate trusts? Whose losses are to 
be considered when joined returns are 
filed ? 

(5) Since some testamentary trusts 





qualify at probate and some later, 
what is the effective date of a testa- 
mentary trust? 

(6) What problems can arise con- 
cerning the throwback rule when ap- 
plied to a joined or consolidated mul- 
tiple trust group? How will the tax be 
allocated and handled in the throw- 
back computations? 

(7) What happens if a fourth trust 
is established for the same primary 
beneficiary and the fourth trust is a 
foreign trust? While the income of 
the fourth trust would not of course he 
included, would this situation, how- 
ever, require joining of the three U. S. 
trusts? 

(8) The application of the exception 
that joining of the trusts is not re- 
quired where the combined income is 
less than $2,000 is not adequately 
clear. Under Section 643(b) of the 
present Code, it is held that the word 
“income” when stated alone means 
under the instrument or local law. 
Thus “such income” in the proposed 
exception refers to “currently accumu- 
lated income” and presumably does 
not necessarily mean taxable income. 
For example, trusts, all of whose in- 
come was tax exempt, might techni- 
cally be required to file a combined 
return even though no tax is due un- 
less the “lesser tax’ exception could 
be said to apply. Furthermore, where 
the joined income consists of say 
$2,000 tax exempt income and $1,000 
taxable income, the trusts might be 
required to file a combined return. It 
is suggested that the correct rule 
should be that the total income from 
the group must contain at least $2,000 
of taxable income before the group is 
required to make a combined tax com- 
putation. 


This discussion points up the difficulty 
of drafting legislation in this area. The 
question seems to be whether it is bet- 
ter to get broad legislation on the books 
to arrest the multiple trust problem, with 
all the uncertainties involved, or to wait 
until a complete statute can be drafted 
covering all important aspects. The lat- 
ter may well prove to be impossible. 
Nevertheless, the Advisory Group should 
be commended for blazing a trail in a 
controversial and complex area and for 
providing a basic approach which will 
likely appear in any final bill enacted 
covering multiple trusts. 


Bh SD 


e An unusually attractive booklet for 
new employees has been published by 
Peoples First National Bank & Trust 
Co., Pittsburgh. Called “Think of Peo- 
ples First,” the 8%” x 5%” booklet di- 
vides its 40 pages under the general 
headings of “What You May Expect 
from the Bank,” “Additional Employee 
Benefits” and “What the Bank Expecis 
from You.” Also included are a bricf 
history of the bank, a welcome from t'e 
president, a map of office locations and 
a list of services offered. 
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_ FELL DOWN 
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Jim Reeves was manning one of Mobil’s 
drilling-rig-to-shore radios in Sabine Pass, 
Texas, when Hurricane Audrey barreled in. He 
flashed orders to the men on the Gulf: “Lash 
down equipment! Abandon drilling platforms!” 


Then Reeves could have left. He didn’t. He 
stayed to help others. All night long, as the hur- 
ricane mounted and rising waters threatened to 
maroon him, he carried or led dazed and fright- 
ened youngsters and adults to safety. 


Just as he was about to call it a night, he got 
a call for help from a grandmother cut off with 
her two small granddaughters. Floodwaters al- 
ready swirled above floor level of their one- 
story home. Screaming winds hurled heavy 
branches and bits of debris through the air. 
Power lines snapped like whips. 


Reeves plunged into water up to his waist to 
fight his way to the stricken house. He tied the 
little girls together. Then, cradling them in one 
arm, and supporting the grandmother with the 
other, he struggled back to safety. 


Jim Reeves typified oilmen throughout that 
storm-swept area. And the story has been the 
same before, in tornadoes, flash-floods and bliz- 
zards. 


Knowing how to battle disaster gets built into 
oilmen. In finding, producing and moving oil, 
they learn how to cope with nature in her trick- 
iest moods. 


And, they have the heart. 


SOCONY MOBIL OIL CO., INC. 
Leader in lubrication for 91 years 
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PupLic AUCTION OF PERSONAL PROPERTY 


Guideposts in Valuing and Selling Household Effects 


LESLIE A. HYAM 


President, Parke-Bernet Galleries, Inc., New York, N. Y. 


HE EXECUTOR OF AN ESTATE, FACED 
jpn the problem of disposing of 
even the usual heterogeneous collection 
of personal property, is often puzzled to 
determine viable means of procedure for 
the proper and most fruitful fulfillment 
of his duties. Disposal of securities, 
whether listed or unlisted, can be attend- 
ed to in a quick and effective manner by 
use of the machinery provided by the 
national stock exchanges and over-the- 
counter markets. But when the contents 
of the safe-deposit box have been listed 
and analyzed, he must, on numerous 
occasions, walk into a house or houses 
full of miscellaneous material and, 
scratching his head in perplexity, won- 
der what is to be done with the accumu- 
lations of a lifetime in order to procure 
the largest possible amount of money 
for the decedent’s estate, under an obli- 
gation set forth in the will. 

If he lives in a town outside the few 
principal cities of the East, he may well 
find that there is little or no competent 
help available for the solution of his 
problems. He may be seized of the no- 
tion, as the courts would put it, that the 
house contains a number of things of 
considerable value, in the form of fur- 
nishings, fixtures or jewelry; members 


of the decedent’s family may express 
themselves as interested in acquiring a 
part of these chattels; and there may be 
no known market, or even any appraiser 
of the first rank, within easy reach. 

Probably and wisely (if he lives in a 
small town) our executor will pick up a 
telephone and call one of the leading 
banks in the nearest large city (a cor- 
porate executor would call its correspon- 
dent bank) and ask the senior trust off- 
cer to recommend a reliable appraiser. 
He will use the latter’s findings as a gen- 
eral guide; and if he feels that his sixth 
sense has not played him false, and the 
decedent’s estate really contains house- 
hold chattels, collections, or jewelry of 
value, he will take up the telephone again 
and dial New York. 

What kind of property and how much 
value, and why not an appraiser or auc- 
tioneer in any old city? The first two 
questions cannot be resolved in any hard 
and fast manner, and must rest to some 
extent on the good horsesense of the 
executor. If the house is furnished in a 
luxurious manner beyond that obtaining 
in general in the town; if it is larger 
than average; if the owner is known to 
have made costly purchases (whether in 
the field of antiques, art or no); if dis- 








Three Beauvais Moliere tapestries of the Rovensky estate being auctioned at the Parke- 
Bernet Galleries. The three tapestries realized $82,500. 
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posable jewelry yields an estate apprais- 
al of five to ten thousand dollars or 
more, then the trust officer should feel 
that he may need the benefit of a wider 
market. 

If he should then make contact with 
Parke-Bernet, he would probably be 
asked to give a general description of the 
property, to forward a copy of the ap- 
praisal for analysis, and (if possible) a 
few snapshots of the interiors. With 
these aids it is generally possible to ad- 
vise whether the expense of an on-the- 
spot inspection is justified; and here the 
distance factor of course plays its part. 
The executor would then know either 
that the property would not justify ship- 
ment to New York and should be dis- 
posed of locally, or that an inspection 
could be expected to yield a substantial 
quota for the trans-national market here. 

And when all the returns are in, he 
has still to decide upon a method (or 
methods) of disposal. Basically he has a 
choice between private sale (either of 
the whole or in part) or public auction, 
the only two means known for convert- 
ing such goods into cash. Before he can 
assess which method should be em- 
ployed — in itself no easy task if it cov- 
ers many categories of objects — he 
must satisfy or fend off the claims of the 
family, according to the terms of refer- 
ence of the will, and establish the author- 
ity of his ultimate decision by access to 
the relevant facts. 


Public Auction as a Means of 
Dispersal 


The purpose of this article is to deal 
briefly with the nature and status of auc- 
tion as a means of dispersal, and to offer 
the benefit of the writer’s experience 
over a period of thirty-two years in the 
management of such sales and the solu- 
tion of the conundrums which present 
themselves in this kind of situation 
where they often unfold before the sur- 
prised vision of the executor like skins 
within an onion. 
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The first function of the Parke-Bernet 
Galleries is to serve on a commission 
basis in the professional capacity of an 
expert who is hired (as a lawyer or an 
engineer is hired) to do a job: i.e. to 
take over the physical burden of han- 
dling these problems, great or small, 
from the shoulders of the trust officer 
and present to him for approval an or- 
derly plan of procedure, buttressed by 
supporting data. Later, of course, the 
mechanism of auction comes into play, 
and we will deal with this at greater 
length below. In the meantime it is neces- 
sary first to take a look at the back- 
ground of public sale from a general 
point of view to give some idea of what 
we are talking about. 


The sale of chattels by public auction 
has a long and colorful history, and it is 
possible to classify such sales in many 
ways. Of the various dichotomies that 
could be proposed, I will adopt this one: 
that there are two kinds of auction — 
one of objects of utility that are sold for 
their depreciated use value (industrial 
surplus or commodities), the other of 
goods of special worth, artistic, literary 
or precious (e.g. jewels), that invoke 
the personal competition of those who 
collect them, and have value often far 
beyond their intrinsic content. The first 
kind of goods is sold at auction solely 
for the purpose of liquidation, that is, 
to convert them as quickly as possible 
into cash. The second demands special 
treatment because the competition for 
possession that such objects arouse gen- 
erally yields prices far above those at- 
tained by any other means of sale. It is 
with the latter class only that this arti- 
cle will deal. 

One had better begin, perhaps, by in- 
dicating what kinds of objects fall into 
this category on which the auction-room 
casts its special spell. There will be 
called to mind immediately, even by 
those remotely familiar with public sale, 
such classes as antique furniture and ob- 
jects of art, tapestries, rugs, paintings 
and drawings, old silver, porcelains and 
so forth; rare books (including first edi- 
tions and association volumes) auto- 
graphs and prints; jewelry and furs. To 
these must be added what might be 
termed recent or contemporary craft- 
work of the highest quality, represented 
by such categories as good reproduction 
furniture; silverware, table porcelains, 
glass and linens; sets of books in finely 
tooled bindings; and so on. These have 
always received special consideration in 
the auction-room, not as_ collector’s 
trophies but as the essential background 
to gracious living; and the scope of the 
whole could perhaps be summed up in 
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the phrase, ‘those things that can be 
found in the house of a person of taste.’ 

Now the dispersal of such property 
at public auction is really a vital part 
of the general machinery of distribu- 
tion, and if it did not exist, would have 
to be invented. It has evolved because of 
the turns of fortune that compel the dis- 
posal of material possessions; the estates 
of decedents must pay taxes to state and 
Federal governments and often be liqui- 
dated, the children of one generation 
may not share the collecting tastes of 
their predecessors, great houses may 
give way to smaller ones, or old wealth 
to new. It may be more novel to hear 


that public auction is also a method often 
used in resolving the claims of disputing 
heirs; or that it is equally a resource of 
financial institutions with foreclosed 
collateral, of the settlkements of divorce, 
of the surrogate’s court, of the equity 
courts with their reorganizations, re- 
ceiverships and Chandler Act trustees, 
and of museums all over the country 
with reduced budgets and duplicate 
treasures in their storerooms. For all 
this work there must exist the machinery 
of communication between seller and 
buyer in a form as precise as that of the 
securities or commodity markets, and 
of absolute integrity. The importance of 
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earned confidence in the integrity and 
ability of the appraisal and auction 
house can hardly be overestimated in a 
field so specialized that the estate could 
easily suffer as great loss from ignorance 
as from low ethical standards. 

Now efficiency in any field is perform- 
ance with a minimum of waste motion 
and a maximum of effect. The idea of 
efficiency may seem to be in a strange 
seiting in the auction field, which to 
many members of the lay public has 
something of the quality of theatre: 
nevertheless, the successful conduct of 
large-scale operations in the marketing 
of works of art and literary property at 
public sale rests vitally upon a founda- 
tion constructed not merely of the hon- 
esty of the management, but also of the 
effective exactness and speed of its 
methods. 

These operations, if analyzed, reduce 
themselves in turn to the following: a. 
The proper selection of material adapt- 
able to the auction process (in the way 
it is understood by us); b. Accurate 
cataloguing of such property, with all 
its merits and defects set forth for the 
buyer, both in words and pictorial illus- 
trations; c. The proper advertising of 
the sale, and the distribution of the cata- 
logue to a mailing list of tested buying 
power over the widest possible area; d. 
Effective exhibition (for the best part 
of a week) against a background de- 
signed to enhance the appearance of the 
objects; and e. Proper presentation in 
the auction room, where the auctioneer’s 
salesmanship can be given better play. 

In respect to the conduct of such sales, 
it may be further noted that all sales by 


us are publicly ad- 
vertised, both in the 
daily and_ periodical 
press, and in thou- 
sands of brochures 
distributed to the 
large mailing list of 
the Company prior to 
the publication of 
catalogues; a _ pub- 





licity department is Paintings and statuary on exhibit at the Parke-Bernet Gailerie: 


maintained for con- 

tact with the press and the public; and 
a final and complete accounting is made 
to the consignor thirty days after the 
date of sale. The practice of describing 
objects catalogued fully and critically, 
with proper notations of restorations or 
imperfections, has built up an edifice of 
public confidence in the integrity of the 
Company which finds i:s most striking 
expression in the very large number of 
bids received by mail from buyers 
throughout America, who do not see the 
objects themselves before purchasing. 
Further, the stability and capacity of the 
New York art market and the quality of 
American private collections is witnessed 
also by the great number of European 
dealers who have established their head- 
quarters in New York, and who are to 
be found in the great theatre of the auc- 
tionroom bidding in competition (often 
in an audience of a thousand or more) 
with the collectors and the wealthy mus- 
eums of the entire United States. 


Advantages of Public Sale 


A word must now be said concerning 
the chief advantages of sale at public 
auction over private sale. In the first 
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in New York. 


place, when the existence of collector- 
demand has been established, profession- 
al dealers, who are the main buyers at 
private sale, have to compete in the auc- 
tion room against a huge list of institu- 
tional and private clients which covers 
the whole country. And in the second 
place, executors can have no post hoc 
criticism levelled at them if they sell in 
this manner, in the wealthiest open mar- 
ket in the United States. At private sale. 
on the other hand, a. they would them- 
selves have to fix prices of the individual 
items, and would never be certain that 
on the one hand they were realizing 
enough, or on the other were asking so 
much that the item would fail to sell: 
b. unless the material is sold en bloc (al- 
ways for a relatively small figure} the 
best items tend to go quickly. and there 
is generally a residue of medium-value 
and unimportant material left which 
eventually has to come to auction, after 
most of the value has been taken from 
it by its having been offered around: 
and c. private sale often drags out over 
a lengthy period. whereas at auction the 
full net price is returned to the estate 
thirty days after sale. 


How It Works — A Case In Point 


It is now time to get down to illustra- 
tive facts. So far you will have gathered 
that machinery of this kind cannot ef- 
fectively be applied at a distance to the 
dispersal of an eight-room house of Vic- 
torian or Grand Rapids furniture, con- 
taining bric-a-brac of family excursions 
around the world. So we proceed to the 
other end of the scale, and show some- 
thing of the workings in liquidating a 
large estate of unusual complexity. 

The late Mae C. Rovensky died in 
July 1956, naming a Trust Company 
in New York, her husband and another 
individual as executors. Her personal 
chattels consisted of the contents of 
two very large houses at New York 
and Newport..R. I., with many elaborate 
fixtures, a library, and a fabulous coi- 
lection of jewelry. The appointments in- 
cluded an enormous group of fine table 
china and glass, linens and laces, silver. 
and window hangings; the collections. 
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Interior of one of the rooms 
New York where Parke-Bernet held an exhibition prior to the 
exhibit at the Galleries. 


gold and silver desk ornaments, Japan- 
ese ivory carvings, Chinese ceramics and 
jades, numerous paintings, old English 
porcelains, lamps, English and French 
antique furniture, Meissen and Sévres 
ware, gold and enamel objets de vertu, 
textiles, tapestries, rugs and carpets; in 
all many thousands of objects. The ap- 
praisals having been completed, the ex- 
ecutors met, and came to the inevitable 
conclusion that the orderly marketing of 
such a vast property at private sale was 
impractical. Parke-Bernet was called in 
to advise as to the possibility of success- 
ful auction, and undertook an analysis 
of procedure. 


The following plan was presented: 
New York being the art center of the 
country, all material of value was to be 
assembled in this city. A selection of all 
such property, comprising — virtually 
everything of intrinsic value, was to be 
made from the Newport house and 
shipped to our New York warehouse; 
and the remainder of the Newport prop- 
erty was to be sold locally. A schedule 
of insurance was offered. The joint con- 
tents of the two houses were then exam- 
ined exhaustively, classified and count- 
ed, and it was determined a. that there 
would also be a small residue of New 
York material unsuitable because of 
quality for disposal with the main col- 
lections; and b. that with this elimin- 
ated, four sales in all, to be held con- 
tiguously, would be necessary for the 
proper presentation of the bulk of the 
property, viz. two art sales — to be held 
in successive weeks — a jewelry sale 
and a book sale. 


Since the New York house was to be 
closed and the real estate sold, the execu- 
tors were advised that all fixtures of 
value should be offered in the first (or 
major) sale, to be sold in situ from the 
descriptions which were included in the 
catalogue. Further, in order that the 
public might appreciate the background 
of the collection, it was proposed that a 
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Rovensky 


public exhibition of 
two days, with the 
proceeds going to 
charity, be held on 
the premises of -the 
New York house, in 
which the greater 
| part of the collec- 
tions, already num- 
bered for sale, would 
be displayed in their 
natural setting, with 
a printed and _ illus- 
trated catalogue avail- 
able to interested 
purchasers. By this 
means not only were all movable goods 
of value to be displayed, but also panel- 
ing, chandeliers, wall sconces, mantels, 
staircases, and even antique floors made 
available for inspection. 


mansion in 


Following the house exhibition, the 
property in the first sale was to be 
moved to the Galleries for further public 
exhibition for several days prior to the 
opening sale, which would spread over 
five afternoons and one evening (this 
last for the collection of paintings). Ex- 
hibition of fixtures in the now empty 
house was to be arranged for by special 
appointment during the same week. Up- 
on the completion of this, a third exhibi- 
tion, covering the second part of the sale 
of the general collection was to be 
mounted at the Galleries for sale over 
three afternoons of the succeeding week, 
together with the jewelry, which in turn 
would necessitate an entire afternoon 
for its dispersal. Finally, the library of 
books, which had also been shown in the 


house, was to be sold from its own cata- 
logue in the third week. Advance pub- 
licity was to be placed abroad and in 
New York, and advertising inserted in 
selected art and antique publications, as 
well as in the daily press. All of this 
would be processed from start to finish 
within a period of less than three 
months, including the production of four 
catalogues totaling in all 2,493 auction 
lots and 601 pages, profusely illustrated, 
and in de luxe format; and the proceeds 
of the sales were to be collected and re- 
mitted to the estate within a month after 
the conclusion of each phase. 

These proposals were accepted by the 
estate, and the entire operation carried 
out by the Galleries without any physi- 
cal burden on the executors other than 
the responsibility of making decisions 
as issues were presented to them from 
time to time during the course of the 
work. The result of the sales so far out- 
stripped expectations as to justify be- 
yond a doubt the thesis of this article. 
The two art sales yielded a total of 
$1,264,410; the precious-stone jewelry 
$1,122,865, and the library $51,705 for 
a grand total of $2,438,908, the largest 
individual sale ever to be held in the 
United States. And the whole was car- 
ried through without a hitch by the ef- 
forts of Parke-Bernet’s staff of 110 peo- 
ple. ; 

It may be added further that the bal- 
ance of minor New York property was 
selected, listed and segregated by Parke- 
Bernet, and consigned through us to one 
of the smaller auction houses in New 
York for disposal subsequent to the ma- 

(Conitnued on page 1233) 
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from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary <ervice in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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Listen to DON WILSON— 


When it comes to property insurance, the man to see 
is The Home Insurance agent in your town. 


And listen to the JACK BENNY SHOW every Sunday 
over your local CBS Radio station, 


sponsored by THE HOM 


Susu CCNCE Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 

FIRE «© AUTOMOBILE - MARINE 

The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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Case Study in Use of 


~ Boy anp SELL AGREEMENTS 


HAROLD S. VOEGELIN 





Wood, Voegelin & Barton, Los Angeles, California 





The furor over recent decisions in- 
volving the income taxability of pre- 
miums paid by corporations for insurance 
on the lives of stockholders makes this 
discussion especially timely. It is an up- 
dated version, requested by the Editors, 
of Mr. Voegelin’s paper at the Forum on 
“Estate Planning Problems of a Typical 
Family Estate,” sponsored last May by 
Title Insurance and Trust Company of 
Los Angeles.—Editor’s Note. 





HE FACT SITUATION DEALT WITH 
here is one frequently enough en- 
countered. A and B have been equal 
general partners of the A-B Manufac- 
turing Company from which, over the 
past three years, they have each realized 
average profits of $40,000. Since its 
inception the company has shown a 
steady growth and the partners in the 
past have reinvested approximately 25% 
of the net profits to expand the business. 
The current balance sheet of the busi- 
ness is as follows: 








Current Assets : $100,060 
Land & Buildings (net) 100,000 
Mfg. Equipment (net) 250,000 

$450,000 
Current Liabilities $150,000 
Net Worth ___...... 300,000 

$450,000 


The fair market value of the assets 
is $600,000. 

Each individual is 50 years of age and 
in good health. A is married, has one 
son active in the business, two married 
daughters, and one grandchild. B is 
married and has two unmarried daugh- 
ters. 

A and B wish to assure continuity of 
the business under the control of the 
survivor and two key employees so that 
future growth will be available for the 
benefit of their families. In implementa- 
tion of this desire, and pursuant to tax 
counsel already given, it has been de- 
cided to have the business incor- 
porated, each former partner to receive 
50% of the stock to be issued. They now 
wish to proceed with arrangements for 
the continuity of the business. 
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Since the decision to incorporate has 
already been made,’ the scope of this 
discussion will be limited to Buy and 
Sell Agreements as pertaining to shares 
of corporate stock.” 


Agreements Between Stockholders 


It is usually advisable in beginning 
the discussion of buy and sell agree- 
ments with the client-stockholders to 
start with the consideration of an agree- 
ment between the stockholders them- 
selves. Under this arrangement the stock- 
holders agree that upon the death of the 
first to die the survivor will purchase 
all or a specified portion of the deceased 
shareholder’s shares. Other persons may 
be parties to the agreement, such as the 
two key employees in our particular case. 
This arrangement has the advantage of 
relative simplicity, and generates the 
least amount of problems, both legal and 
tax, in the planning and in the execu- 
tion of the agreement. If the agreement 
is properly drawn so as to bind the 
estate of the deceased stockholder to sell 
and includes an appropriate restriction 
against sale in excess of the contract 
price during the lifetime of the share- 
holders, the sale price set forth in the 
agreement can be controlling for estate 
tax purposes.* On the other hand, an 
agreement effective only on death of the 
stockholder and without the restriction 
on inter vivos sales, probably will not 


1The subject of buy and sell agreements as per- 
taining to partnerships was dsicussed by Arthur 
Willis and Richard Forster in 96 TRUSTS AND Es- 
TATES 37 (April, 1957). For a comprehensive treat- 
ment of partnership buy and sell agreements, see 
Forster and Willis, “‘How to Draft a Partnership 
Buy and Sell Agreement,” 1956 So. Calif. Tax 
Inst., 57. 


2Recent outstanding discussions of stockholder 
buy and sell agreements are: Brown, ‘“‘How to 
Plan and Draft a Stock Purchase Agreement Re- 
lating to the Death of a Shareholder in a Closely 
Held Corporation,” 1956 So. Calif. Tax Inst., 519; 
Friedman, “‘Buy and Sell Agreements: A Review 
and a New Look,” 15 NYU Inst. on Fed. Taxa- 
tion, 1053 (1957). 


3Wilson v. Bowers, 57 Fed. 2d 682, 11 AFTR 33 
(C.A. 2, 1932); Lomb v. Sugden, 82 Fed. 2d 166, 
17 AFTR (C.A. 2, 1936); May v. McGowan, 194 
Fed. 2d 396, 41 AFTR 716 (C.A. 2, 1952). Certain 
qualifications to be met for this result to obtain 
are set forth in the proposed Estate Tax Regula- 
tions §20.2031-2(h). 


effectively fix value for estate tax pur- 
poses.* 


The cross-purchase arrangement has 
the great advantage of avoiding prob- 
lems that otherwise arise when the agree- 
ment is with the corporation to purchase 
shares of a deceased stockholder. These 
include corporate law problems as to a 
corporation’s capacity to purchase its 
own shares,* the tax problems of un- 
reasonable accumulation of surplus® and 
the problems of possible taxable divi- 
dends, both in the funding of ihe agree- 
ment and in the actual carrying out of 
the purchase. A further advantage is 
that the surviving stockholder will have 
the income tax benefit of an increased 
cost basis for his investment in the 
company along with his increased per- 
centage ownership. This is otherwise not 
available to him if the corporation is 
ihe purchaser. 


Transfers for Value 


The stockholder cross-purchase ar- 
rangement has the possible disadvantage 
of not lending itself as readily to the 
use of existing insurance on the life of 
each stockholder for funding purposes. 
Thus if A and B already have insurance 
on their own lives, it may be their de- 
sire to transfer ownership of that insur- 
ance to the other at the time of entering 
into the buy and sell agreement, as 
a part of the funding arrangement for 
the agreement. Here, however, they will 
be met with the income tax disadvantage 
of a transfer for value of insurance as 
set forth in 1954 Internal Revenue Code 
Section 101 (a) (2). 


Under this section the portion of the 
insurance proceeds in excess of the con- 
sideration and premiums paid for the 
policy may be subject to tax as ordinary 
income upon receipt. Excepted from this 


‘Estate of James H. Matthews, 3 T.C. 525 
(1944); Estate of George Marshal Trammell, 18 
T.C. 662 (1952); Prop. Reg. §20.2031-2(h). 


“Restrictions under California corporation law 
are set forth in the Corporations Code §§1705-1708. 


1954 IRC §531. 
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American Appraisals 
give the executor 
the value of the estate 


Trust officers and executors depend 
on American Appraisal Company’s 
over half-century of experience to 
provide the fair market values of 
physical property or closely held 
stock equities for estate or gift pur- 
poses and for distribution of assets, 


The 
AMERICAN 
APPRAISAL 


Company . 


leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 





4 DELAWARE 


it's \ 3 


EQUITABLE SECURITY 


Equitable Security Trust Company is first 
in Delaware—first, historically, with its 
record of more than 70 years’ service in 
estate settlement and trust administration; 
first in modern, specialized trust depart- 
ment facilities. For these reasons, you and 
your customers are assured efficient, 
economical, complete service. 


EQUITABLE SECURITY TRUST COMPANY 


Main Office: 





901 Market Street 
Wilmington, Delaware 
Wilmington e 
Odessa e 


Newark 
Smyrna e Dover 
Delaware's: 


first commercial bank 1795 
first trust company 1885 





Member: FDIC ¢ Federal Reserve System 


transfer for value treatment are trans- 
fers of policies to a corporation of which 
the insured is a stockholder or officer, 
transfers to a partner of the insured, or 
transfers to a partnership in which the 
insured is a partner. But there is no ex- 
ception for transfers to a fellow stock- 
holder of the insured. However, a pos- 
sible solution for this is for the part- 
ners to leave their shares in the part- 
nership upon incorporating their present 
business and cast their buy and sell 
agreement along the lines of an agree- 
ment between partners; any transfers of 
existing insurance would then be to the 
partnership or to the other partner. 


Funding Purchase 


Despite all the advantages of the cross- 
purchase agreement, in the great ma- 
jority of cases the estate planner will 
find that the arrangement takes the form 
of-a buy and sell agreement between 
the stockholders and the corporation. 
This comes about primarily as the re- 
sult of one practical problem, that of ar- 
ranging for the funding of the program. 
It is unlikely that either stockholder will 
have access to cash funds sufficient to 
finance the purchase of the other stock- 
holder’s shares, and there is no guaran- 
tee that the first stockholder to die will 
postpone that event until the other has 
accumulated sufficient cash out of his 
income to meet the obligation. Having 
the survivor pay the estate or benefi- 
ciaries of the deceased stockholder on 
an installment basis is generally un- 
satisfactory as that is just what each 
stockholder desires to avoid — namely, 
having his widow and family dependent 
upon the continued success of the busi- 
ness under the management of ihe sur- 
vivor for payment of the purchase price. 

Consequently, the usual and recom- 
mended procedure is for the buy-sell 
agreement to be funded with life insur- 
ance thereby assuring that a known lia- 
bility for payment of purchase price 
will be met at whatever presently un- 
known time the liability arises. We are 
presented with an ideal situation for 
such arrangement here since A and B 
are the same age so that the cost of 
funding by insurance will be the same 
as to each, and they are stated to be in 
good health, hence are both presumably 
insurable. 

If the cross-purchase arrangement is 
followed, care should be taken that each 
stockholder pays the premiums for, and 
is the owner and beneficiary of, ihe in- 
surance on the other stockholder in 
order for the survivor to get the ad- 
vantage of an increased cost basis on 
carrying out the purchase. For this rea- 


son also the estate or beneficiaries of 
the insured should not be named as di- 
rect beneficiary on the insurance as 
again the survivor would not obtain the 
advantage of the increased cost basis. 
Under the proper arrangement only the 
shares owned by the first stockholder to 
die will be included in his taxable estate 
(along with the value as of his daie 
of death of the insurance owned by ihe 
decedent on the life of the survivor’) 
and there will not be included the insur- 
ance on his life owned by the survivor 
despite the reciprocal nature of the 
transaction.® It has been suggested by 
some writers’® that in order to avoid 
the danger of the insurance replacing 
the stock in the estate of the decedent, 
thereby losing the increased cost basis 
advantage to the survivor, there should 
not be a contractual obligation by the 
parties to maintain the insurance that 
is funding the arrangement, although in 
other respects the interest of the con- 
tracting parties would dictate otherwise. 


Agreement Between Corporation 
and Stockholders 


As already mentioned, stock buy and 
sell agreements most frequently take the 
form of an agreement between the stock- 
holders and the corporation despite the 
additional problems incurred. This re- 
sults from the desire of the stockholders 
to have the expense of funding the ar 
rangement come out of income taxed 
only at the corporate tax rate and not 
at the rates applicable to individuals. 
(There is also probably some psycholog- 
ical advantage in having the payments 
made out of business funds rather than 
personal funds. ) 

Thus in the present situation A and 
B when partners averaged $40,000 an- 
nual income each, which put them as 
married taxpayers in approximately the 
53% income tax bracket. They had been 
reinvesting $10,000 a year each in the 
business so that in doing business in 
the corporate form they would prob- 
ably want salaries of from $25,000 io 
$30,000 a year, placing them in ihe 
43% to 47% brackets. Meanwhile, the 
income that would be left in the corpora- 
tion up to the amount of $25,000 would 
be taxed at only the 30% corporate tax 
rate. The payment of premiums on in- 
surance to fund a buy-sell agreement 
would be a _ nondeductible disburse- 


7Paul Legallet, 41 BTA 294 (1940). 

SInstructions for the valuation of such insurance 
are set forth in Prop. Reg. §20.2031-8. 

*Rev. Rul. 56-397, CB 1956-2, 599; 
§20.2042-1(c) (6). 

10Brown, et al, “The Taxation of Life Insurance 
Used for Business Purposes,” 1948 So. Calif. Tax 
Inst. 269, at 280-282; Cavanaugh, “‘The Entity Type 
of Partnership Purchase and Sale Agreement,’ 8 
Journal Am. Soc. C.L.U. 41, at 44. 


Prop. Reg. 
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ment.!! Hence there would be more dol- 
lars available for such funding purposes 
after paying solely the corporation tax 
than there would be after paying the 
individual tax on additional salary, or, 
even worse, after paying individual tax 
and corporate tax if it were necessary 
to take funds out of the corporation by 
way of dividends. 

Some of the problems incurred by 
making the contract with the corpora- 
tion in order to obtain this advantage 
have already been indicated. The cor- 
poration’s obligation to perform will 
have to be limited generally to the avail- 
ability of earned surplus out of which 
to make the purchase, or the contract 
may be void at the outset.’* However, 
the most bothersome questions by far 
are the tax problems regarding redemp- 
tion of shares on the death of a share- 
holder and the tax implications of the 
expenditures by the corporation for the 
purchase of life insurance to fund the 
arrangement. The first of these problems 
is outside the scope of this discussion, 
leaving the second problem for consi- 
deration now. 


Double Duty Insurance 


First, a word as to “key man insur- 
ance.” Some time ago corporations 
started the practice of purchasing life 
insurance on the lives of key officers 
and employees. Such insurance had for 
its purpose actual indemnification to the 
corporation for the loss of a “key man” 
in the organization, which loss would 
have a detrimental effect on the for- 
tunes of the corporation reflected in 
lowered earnings and resultant shortage 
of cash on hand. Accordingly, the in- 
surance proceeds would take up that 
slack while replacements were moving 
in and working up to the standard of 
performance of the dceased key man. 
This was pure “key man _ insurance,” 
and served a valid corporate purpose. 

However, there also grew up a prac- 
tice of having this insurance do double 
duty. The same key men were also gen- 
erally stockholders in the corporation — 
and they wanted the benefits of a stock 
redemption for their families in the 
event of death. Hence this insurance that 
was first purchased ostensibly to in- 
demnify the corporation for an actual 
financial loss would become earmarked 
for use for stock redemption purposes. 
The same insurance dollars obviously 


71954 IRC §264(a) (1); Regulations §1.264-1. 


_ ?This lack of mutuality, whereby the corpora- 
tion may not be bound in the event there is in- 
sufficient earned surplus at the time of perform- 
ance, on at least one occasion caused a court to 
declare such a contract unenforceable; Topken, 
Loring & Schwartz, Ine. v. Schwartz, 249 N.Y. 
206, 163 N.E. 735, 66 ALR 1179 (1928). 
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could not perform both functions. The 
implication, therefore, is that there is 
not really a financial loss suffered by 
the corporation and the valuation of 
the stock held by the estate of the de- 
ceased stockholder should reflect the fact 
that the assets of the corporation are 
to be increased by receipt of the insur- 
ance proceeds. 

The Treasury Department takes such a 
position in the proposed Estate Tax 
Regulations.'* By a two step progres- 
sion the Regulations say first that the 
proceeds must be included in the valu- 
ation in order for the buy-sell contract 
to be regarded as entered into for fair 
and adequate consideration which is re- 
quired if the contract is to be controlling 
for estate tax purposes; if not so in- 
cluded, then the contract is not binding 
for estate tax purposes and the value 
will be adjusted to reflect the insurance 
proceeds. If the proposed regulations 
survive, the draftsman of buy-sell agree- 
ments between stockholders and corpo- 
rations (or between partners and _ part- 
nerships) should take this into account 
in defining the sales price, if it is in- 
tended that the contract fix the estate 
tax value. 


Dividend Treatment 


However, the subject that is currently 
receiving the most attention in this field 
is the dividend implications of the cor- 
poration paying premiums on insurance 
acquired to fund stock purchase agree- 
ments. It is in this regard that the form 
in which the arrangement is cast is of 
utmost importance. The landmark case 
on how not to arrange the transaction 
is that of Paramount-Richards Theatres, 
Inc. v. Commissioner.'* In that case the 
buy-sell agreement was between the 
stockholders, but the corporation paid 
the premiums on the life insurance par- 
tially funding the agreement, the pro- 
ceeds of which were to apply on the pur- 
chase price as set forth in the agreement 
between the stockholders. The premium 
payments by the corporation were held 
to be taxable dividends to the stock- 
holders. 

Lurking fears persisted, even when the 
arrangement was properly set up with 
the corporation being the owner and 
beneficiary of the insurance to be used 
to fund its purchase of shares, that there 
was a possible taxable benefit to the 
stockholders in causing the corporation 
to enter into such an agreement to buy 


13Prop. Reg. §20.2042-1(c) (6). For a case in 
which the loss to the corporation was held equal 
to the insurance recovery, see Newell v. Commis- 
sioner, 66 Fed. 2d 102, 12 AFTR 936 (C.A. 7, 
1933). 


14153 Fed. 2d 602, 34 AFTR 931 (C.A. 5, 1946). 
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the stock of a decased stockholder. These 
fears appeared to be laid to rest by 
the language of the Third Circuit Court 
of Appeals in the well-known Emeloid’® 
case. This was an excess profits tax case 
which, however, turned on the existence 
of the business purpose for the corpora- 
tion borrowing funds to acquire life 
insurance on the lives of the two princi- 
pal stockholders. The court, in quite ex- 
pressive language, found such a business 
purpose even to the very preservation 
of the corporate existence, much to the 
joy of life underwriters. 

However, the confidence that decision 


15Emeloid Co. Inc. v. Commissioner, 189 Fed. 2d 
230, 40 AFTR 674 (C.A. 3, 1951). 
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instilled was, in the minds of some, seri- 
ously disturbed by a series of recent 
Tax Court decisions, the first being 
Oreste Casale. This case involved a 
contingent deferred compensation con- 
tract between the corporation and its 
98% stockholder-employee, which the 
corporation funded by the purchase of 
an insurance contract. The Tax Court 
held that the premiums paid were tax- 
able dividends to the stockholder. The 
opinion was sharply criticized,‘’ and 
was subject to question in the manner 
in which it regarded the insurance con- 
tract as immediately inuring to the tax- 
payer’s benefit, apparently differentiat- 
ing it from other assets owned by the 
corporation. The decision was reversed 
on appeal,!® primarily in recognition of 
the fact that the insurance was an asset 
owned by the corporation subject to 
claims of its creditors like any other 
corporate asset, and that ownership of 
assets held by a corporation is not neces- 
sarily to be imputed to a stockholder in 
control of the corporation. 


Next was the decision in Henry E. 
Prunier’® in which the Tax Court found 
that in the year in question (1950) the 
stockholders and not the corporation 
were named the beneficiaries of the 
poilcies on which the corporation was 
paying premiums at the stockholder’s 
instigation, and that therefore the 
premium payments were taxable divi- 
dends. Three judges dissented on the 
basis that, looking through form to sub- 
stance, the corporation had been made 
the beneficiary of the policies by virtue 
of the agreement entered into between 
the stockholders as to the use of the 
insurance proceeds. The decision has 
been recently reversed on appeal,”° the 
Appellate Court agreeing with the dis- 
senting Tax Court judges and holding 
that under the local (Massachusetts) law 
the legal effect of what the stockholders 
had done in 1950 was to make the cor- 
poration the owner and beneficiary of 
the policies. 


A somewhat similar situation occurred 
in Sanders v. Fox,”! a District Court case 
in which the insurance owned by a cor- 
poration to fund a stock retirement 
agreement was payable directly to the 
insured stockholder’s beneficiaries. The 
premium payments by the corporation 


1626 T.C. 1020 (1956). 

17Lawthers, ‘‘Weakness in Casale Decision; In- 
solvency Could Destroy Benefit to Owner-Employ- 
ee,” 5 Journal of Taxation 342, (Dec. 1956). 

18Casale v. Commissioner, — Fed. 2d —, 
P-H 972,945 (C.A. 2, 9/5/57). 

1928 T.C. 19 (1957). 

20Henry E. Prunier v. Commissioner, — Fed. 2d 
—, 1957 P-H 173,023 (C.A. 1, 1/8/57). 

2149 F. Supp. 942 (DC, Utah, 4/27/57). 
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were held to constitute taxable divi- 
dends. Both cases are examples of un- 
clear or unorthodox implementation of 
the stock purchase plan having unfor- 
tunate tax consequences.” 

Another instance of procedure to be 
avoided was the subject of litigation in 
Thomas F. Doran,?* in which proceeds 
of insurance held by trustees and paid 
for by the corporation were used for 
the funding of a buy-sell agreement sole- 
ly between the stockholders. The point 
that was most difficult of determination 
was whether the trustees were agents 
for the corporation or for the stock- 
holders. The Tax Court found that they 
were agents for the corporation which 
therefore was the owner of the insur- 
ance. Accordingly, the Tax Court held 
that the amount of the proceeds applied 
to the purchase price was an expendi- 
ture of corporate funds for the benefit 
of the purchasing stockholders and 
hence taxable to them as a dividend. 
Upon appeal, it was found that the 
trustees were agents for the stockholders 
so that such use of the insurance pro- 
ceeds was not a use of corporate funds 
and not a dividend.** It would appear 
to mean, however, that the payment of 
premiums by the corporation would be 
dividend distributions — admittedly the 
lesser of two evils. 


Arrangement Still Valid 


It is the viewpoint of the writer that, 
if properly arranged, contracts can still 
be entered into between stockholders and 
their corporation providing for the pur- 
chase of their shares by the corporation 
in the event of a death; the corporation 
should be able to make provision for 
this through the purchase of insurance 
on the lives of the contracting stock- 
holders without the premium payments 
by the corporation being subject to tax 
as dividends to either the insured-stock- 
holders or other stockholders. The fact 
situations in each one of the recent cases 
all disclose variations from the usual 
pattern of stock purchase plans funded 
by insurance resulting possibly from un- 
familiarity with the problems involved 
at the time the plans were instituted. 


Also, there long seems to have been 
a fear even among tax men when a 


(Continued on page 1242) 


“Glaring differences’”’ between the facts in the 
Prunier and Sanders cases and conventional stock 
retirement agreements are pointed out by Mann- 
hemier and Friedman, “Stock-Retirement Agree- 
ments—The Prunier and Sanders Cases,” 35 Taxes 
567 (August, 1957). See also Lawthers, ‘“Prunier 
Offers No Threat To a Sound Insured Buyout 
Plan,” 7 Journal of Taxation 2 (July 1957). 


°315 TCM 629 (1956). 


Thomas F. Doran v. Commissioner, — Fed. 2d 
—, 1957 P-H 972,858 (C.A. 9, 7/9/57). 
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| Civil vs. Common Law Trusts 


EXTENDING THE DUAL CONCEPT 


HON. JOHN MINOR WISDOM 


Judge, U. S. Court of Appeals, 5th Circuit, New Orleans, Louisiana 


TRANGE AS IT MAY SEEM TO AN AMER- 
S ican or an Englishman, the rest of 
the world is not jealous of the United 
States and England for their system of 
common law, and are deservedly proud 
of their civil law system. There are two 
basic differences. First, in the civil law, 
all law comes from the legislature, pri- 
marily in a code that is a coherent, 
systematic statement of the entire field 
of private law. There are also codes of 
criminal law, commercial law and of 
civil and criminal procedural law. De- 
cisions are not the law but simply il- 
lustrate the law. In a common law 
State, however, the law is a brooding 
omnipresence in the sky, something pre- 
sumed to have been always in existence. 
Courts simply find or discover this 
mystic thing called the common law. 


To some extent, the two systems are 
converging. Civil law countries are ex- 
tracting law more and more from judi- 
cial opinions. Common law countries 
are tending to rely more and more on 
broad legislative enactments and, it 
seems, many of our states are codifying 
the law piecemeal if not in one compre- 
hensive code. 


The second main point of difference 
is that the civil law is closer to Roman 
and Romanesque law than the common 
law, although Roman law has exerted 
powerful influences on Anglo-American 
law; to a greater degree than is realized 
by worshippers of the common law. 


In the United States, Louisiana is the 
only civil law state. However, in Texas, 
California, and some other western 
States important civil law vestiges are 
derived principally from Spain: the 
community property system, for exam- 
ple. There are wide differences among 
the various civil law countries, owing 
to different backgrounds and to differ- 
ences in the code approach in, say, the 
German Code, the Swiss Code, and the 
French Code. Most of the Latin Amer- 


ican countries based their code on the 


Excerpts from address at 26th Mid-Continent 
Trust Conference, New Orleans, Nov. 22, 1957. 
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dent, Hibernia Nation- 
al Bank, who presided. 





Code of Napoleon. Williston, the great 
authority on contracts said: 


“ 
. 


. . it has been the history of the 
law in every other civilized country 
that after customary or common law 
has developed to a certain degree, or 
for a long period of years, and it 
has become unwieldly, a code has fol- 
lowed .. . Whether it be in sixty or 
a hundred years or two hundred 
years, my own belief is that we shall 
repeat the history of other countries.” 


The Civilian Anachronism 


If there is one legal institution pre- 
eminently characteristic of Anglo-Amer- 
ican law, it is the trust. It is also the 
one legal institution completely incom- 
patible with the civil law. Nevertheless, 
“The English Trust has everywhere 
planted itself like a cuckoo in the nest 
of the civil law.” You just cannot have 
a trust in the civil law. Yet we do, and 
they work. 

The barriers to civil law reception 
of trusts are threefold: (1) historical, 
(2) doctrinal or conceptual, and (3) 
practical. 

(1) The trust as we know it ori- 
ginated from Uses and Trusts intro- 
duced into England shortly after the 
Norman conquest, principally to avoid 
the burdens of the English federal sys- 
tem. The Chancellor, keeper of the 
King’s conscience, enforced uses and 
trusts in his chancery or equity courts, 
when uses and trusts were not enforcible 
in the ordinary common law courts. 
Civil law countries, however, have 
never recognized the possibility of one 
person having the legal title and another 
person the equitable title to the same 
property. 

(2) Civil law concepts of property 
are beautifully simple and logical. Own- 





ke 


ership is indivisible. The inherent char- 
acteristic of ownership of property as 
distinguished from non-ownership, is 
that the owner has absolute control and 
enjoyment of the property to the exclu- 
sion of all other persons. 

(3) Without a system of equity as 
distinguished from common law, with or 
without equity courts, there is serious 
question as to judicial control over the 
trustee. Second, there is a long standing 
prejudice of people in Continental 
Europe and Latin countries to entrust 
to others the management of their 
property. There, in many cases, lawyers 
function traditionally as trustees and 
managers of estates. Many lawyers in 
Louisiana are suspicious of trusts, re- 
gard trusts as undemocratic, alien, and 
avoid trusts the way you would avoid a 
usufruct, if your legislature saw fit to 
enact this great civilian device. 

Banks are reluctant to serve as trus- 
tees, partly because when an alien legal 
institution is superimposed on the tradi- 
tional legal system of a state or country, 
there are many conflicts and complica- 
tions difficult to foresee and carrying the 
germ of liability. So they take the easy 
way out. Prospective customers also take 
the easy way out; they take securities 
from Mexico or Panama or New Orleans 
to New York or Chicago and set up 
inter vivos trusts. This will change, but 
it will take time. 


Substitute or Statute? 


There are three possible solutions to 
the problem of adapting the concept of 
trusts to the civil law: (1) the use of 
civil law substitutes which may have 
functions analogous to certain trust 
functions; (2) the enactment of 4 
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statute to effect the purposes of a trust 
but couched in familiar civil law terms; 
(3) the enactment of a statute or code 
boldly establishing a trust in terms of 
an Anglo-American trust. In my opinion, 
no one of these or possible combination 
is an adequate substitute for a trust. 

The second method is that advocated 
by Dr. Ricardo Alfaro of Panama, with 
a trust statute, couched in _ civilian 
terms, based on civilian concepts. This 
has led to an exciting experiment in 
jurisprudence. Panama adopted his law 
in 1925, Mexico in 1926, Puerto Rico 
in 1928, El Salvador in 1941. There are 
trust developments in various stages in 
other Latin American countries. 

The Alfaro law defines the institu- 
tion in terms of an irrevocable mandate 
or agency. This has the advantage of 
making a civilian feel comfortable with 
the terminology and avoids the concep- 
tual question of dual ownership. 


An Agency is Not a Trust 
In 1932 and in 1941 the Mexican 


legislature abandoned the language of 
mandate or agency, and adopted Le- 
paulle’s treatment of a Trust as an “afec- 
tacion” or a charge upon property ac- 
complished through a titular owner or 
Trustee. The intention was “to banish 
any thought that introduction of the 
trust into the Mexican system of the 
civil law creates a dual ownership.” 

Conceptually, it is sound to move 
away from the mandate terminology; 
no flight of rhetoric can obscure the 
hard fact that a trust is not an agency. 
It is also sound to clarify the legislative 
intent that absolute title is transferred 
by the settlor; the Alfaro statute has 
the same objective in defining the fidei- 
comiso as an irrevocable mandate. It is 
very questionable that the change in 
terminology is an improvement. The 
Mexican solution, like its Lepaulle 
progenitor, goes too far. It not only 
eliminates the settlor, it also in effect 
eliminates the trustee by personifying 
the trust property itself —- a concept 
completely foreign to the civil law and 
not consonant with the crux of the 
\nglo-American trust notion. 

The viscera of the trust are in the re- 
lationship between the trustee and bene- 
ficiary, not in the afectacion, the 
charges to which the property may be 
subjected by will of the settlor. The 
trustee’s power may even contradict or 
go beyond a settlor’s directions, as in 
deviations from the trust. Under certain 
circumstances, a trust will continue, al- 
though the purpose for which the trust 
is created cannot be accomplished. To 
say that the essence of a trust is the 
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designation of property to be used to 
accomplish a determined legal object 
is to say that the tail should wag the 
dog. 


A True and “Fitting” Concept 


The Louisiana Trust Estates Act, Act 
81 of 1938, represents the third civilian 
method for wrestling with the trust prob- 
lem. It disavows any civil law substi- 
tute for trusts and, unlike the Alfaro 
statute, makes no attempt to state the 
trust in civil law terms. Deliberately, 
Louisiana sanctions the trust in the 
terms by which the trust is known to the 
Anglo American world. 

The matrix of the Louisiana Trust 
Estates Act is the American Law Insti- 
tute Restatement of Trusts and wherever 
possible it is followed verbatim. Em- 
bedded in the Trust Estates Act are the 
Uniform Trusts Act, Uniform Principal 
and Income Act, common trust fund 
provisions of tentative draft of the Uni- 
form Trusts Act, Prof. Griswold’s sug- 
gested model spendthrift trust act, and 
some language of the Uniform Trustees’ 
Accounting Act. The Louisiana trust is 
a true trust, the impact of which on the 
concepts of the civil law will be an 
interesting phenomenon to watch for a 
long, long time. 

If, in the field of trusts, Louisiana 
capitulated to the common law, it was 
an honorable surrender. Sweeping con- 
cessions have been made to the civilian 
doctrines. The statute must be inter- 
preted strictly, to the end that the trusts 
shall be recognized only to the minimum 
extent expressly permitted. Dispositions 
and donations, heretofore reprobated as 
trusts, are now legal, if established un- 
der Act 81 of 1938; but prohibited dis- 
positions such as substitutions, contin- 
gent gifts, donations to concubines and 
illegitimate children, are not legal be- 
cause cast in the frame of a trust. 


Forced Heirs and Life Trusts 


The legitime or forced heirs cannot 
be impingel upon; it may be held in 
trust but the income may not be ac- 
cumulated. Originally, unless an earlier 
termination was required, the trust ter- 
minated at the expiration of ten years 
from the settlor’s death as to a benefi- 


ciary of full age, or ten years from a 
minor beneficiary’s majority. This was 
a compromise with the civilian anti- 
pathy to emasculated ownership and to 
the historical prejudice against restraints 
on alienation. However, by recent 
amendment, a trust may extend for the 
lifetime of the beneficiary. This is a 
great forward step. 

“The term trust refers only to an 
express private trust.” This is a recog- 
nition of the civilian philosophy of 
publicate, reliance on the records, and 
the principle that real rights must be 
made public through being clothed in 
a form recognizable to third parties. 
There are no secret resulting or implied 
constructive trusts. The trust may be 
inter vivos or mortis causa; but it must 
be written not oral. If immovable prop- 
erty is to be held in trust, the trust 
instrument must be executed by notarial 
act and recorded. 


Powers of appointment are invalid. 
“A beneficiary who is not in being and 
definitely ascertained at the time of the 
creation of the trust shall not be a bene- 
ficiary of the trust.” This eliminates the 
familiar contingent remainder of the 
common law. The trust shall be ir- 
revocable, although the settlor, trustee 
and beneficiary consent to termination, 
unless the settlor reserves the right to 
revoke or to modify the trust. This is in 
accord with the civilian principle of the 
irrevocability of donations. 


What Power over Property 
The Trust Estates Act adopts the Re- 


statement definition of the term as “a 
fiduciary relationship with respect to 
property, subjecting the person by whom 
the property is held to deal with the 
property for the benefit of another per- 
son,’ but omits the phrase “equitable 
duties” previously referred to. This by 
itself is not likely to excite a nervous 
civilian. But Section Five is unequivo- 
cal: “A trust shall be created when a 
person in compliance with the provisions 
of this Act transfers the legal title to a 
trustee in trust for the benefit of himself 
or a third person.” 

This attempts to meet the question in 
the most direct way, by recognizing a 





New multi-million-dollar, 
500,000 sq. ft. home office 
of the State Mutual Life 
Assurance Co. of Amer- 
ica in Worcester, Mass. 
opened formally on 
November 19. Built in a 
30-acre park-like setting, 
itistwo miles from down- 
town. Facade of concrete 
and steel structure is of 
pink and red granite. 
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new tenure of property in the civil law. 
The confusion in terminology in Pana- 
ma, Puerto Rico, Mexico, and Quebec 
comes from refusal to face this issue 
realistically. Similarly, in the Quebex 
Code “property” (not ownership) is 
transferred to fiduciaries, who, though 
designated as “trustees” are seized as 
“depositaries and administrators.” The 
Mexican trust legislation raises strong 
doubts as to whether the institution it 
authorizes is the Anglo-American trust 
clothed in civilian terms or some new 
institution altogether. 

The bare fact that the Louisiana law 
could be written in English eliminated 
many difficulties. The redactors’ task was 
simplified greatly just by their decision 
to use trust terminology rather than the 
terminology of some civilian analogue 
not really equivalent. Scotland and the 
Union of South Africa also have codified 
trusts in terms of the English trust. 


No Barriers — or Substitutes 


The writer has reached the following 
conclusions: 

(1) There are no insuperable barriers 
to trusts in the civil law. 

(2) There is no adequate civil law 
substitute for the Anglo-American trust. 
Trusts must be introduced by statute. 
Thus introduced, the trust institution — 
however conceived defined or termed — 
is sui generis in the civil law. 

(3) The Louisiana Trust Estates Act 
treats trusts in terms of the Anglo- 
American trust, with due concessions to 
civilian principles. If a statute does not 
use the terminology of the Anglo-Amer- 
ican trust, there will always be the 
danger that the civilian institution used 
as the medium for trusts will be con- 
sidered by the courts not as a trust but 
as a new variety of the institution (man- 
date, fiducia, etc.). This is evident from 
the litigation over the fiducie in Quebec. 

No Latin-American statute that has 
defined trusts or couched it in civilian 
terms has met with general approval. 
Yet there has been a steady develop- 
ment of trusts in the civil law. No matter 
what the civil law trust is termed, it 
seems to function just about like an 
express trust is supposed to function. 
It is about time, therefore, to abandon 
verbalistic objections. The civil law 
trust meets the pragmatic test — it 
works. 

“The evolution of the trust,” says 
Scott in his work on trusts, “has been 
a great adventure in the field of juris- 
prudence. It has not ended.” Not the 
least of the great adventure that lies 
ahead of trusts is in the domain of the 
civil law. 
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“A Sign to Believe in” 


The Hanover works closely with attorneys—currently over 
500 counsel of record—in administering estates and trusts. 
The Hanover seal is a sign that attorneys can believe in. 
They know our policy—to retain the draftsman—and that in 
The Hanover Bank they gain a staunch champion of their 


right to represent the executor. 
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RECOGNITION FOR Orn REFINERS 
AND MARKETERS 


A significant aspect of the stock mar- 
ket decline of recent months has been 
the “agonizing reappraisal” of many 
so-called growth stocks. In cases where 
near-term prospects for increased earn- 
ings were found to have disappeared, 
substantial price declines were the order 
of the day. In view of certain trends and 
developments in the oil industry a simi- 
lar review of the justification for the 
high price-earnings ratios of some of the 
oil companies may well be in prospect. 
In this case the shifting trends, shrouded 
as they are in most instances in intra- 
company departmental accounting, are 
more difficult to pin down. 

In recent years the stocks of oil com- 
panies primarily thought of as producers 
have out-performed those of the inte- 
grated companies. This superior market 
record has resulted from both earnings 
growth and the willingness of investors 
to pay a premium in the form of increas- 
ingly high price-earnings ratios for pro- 
duction earnings. (Some premium is 
justified to compensate for the conserva- 
tive basis on which the earnings of some 
producers are stated.) In part the high 
ratios have reflected enthusiasm of in- 
vestors for the concept of buying a share 
in “inflation resisting” reserves of crude 
oil in the ground. This heavy emphasis 
on the importance of oil in the ground 
has continued despite straws in the wind 
elearly indicating that the oil companies 
themselves are finding the domestic pro- 
duction end less attractive and are look- 
ing for reserves outside the United 
States. Indicative of this shift is the fact 
that nearly all of the companies that a 
few years ago were carrying out ex- 
ploration only within the national 
boundaries are now spending a good 
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share of their production money in seek- 
ing oil abroad. Only a few weeks ago 
the Louisiana Minerals Board called off 
the leasing of state lands because too 
few oil companies were making bids. 

There are numerous indications that 
the exploration and producing end of 
the domestic oil business is becoming 
less profitable. One of the clearest indi- 
cations is that, on the average, the in- 
dustry currently is having to drill nearly 
twice as many feet of well per barrel 
of new reserves found as it did ten years 
ago. Furthermore each foot drilled is 
considerably more costly, reflecting not 
only the rise in the general price level 
but also such factors as deeper wells and 
an increasing proportion of offshore 
drilling. There are so many qualifica- 
tions to any estimate of the cost per 
barrel of annual additions to the na- 
tional oil reserve that no one series of 
figures has been generally accepted. 
However, some figures that have been 
reported even indicate that current crude 
prices fail to cover the costs of finding 
new oil reserves. Current production 
profits are based on the costs of both 
new and old reserves, some of the latter 
having been discovered years ago in 
lower cost periods; as these older, lower 
cost reserves are used up average costs 
per barrel of crude produced will con- 
tinue to rise. 

In the early part of 1957 the effect of 
these trends on the income accounts of 
the producing segment of the oil business 
was masked by the windfall to domestic 
producers arising out of the Suez dis- 
ruption and by the rise in the price of 
crude oil. With production sharply 
throttled back in the Texas-Louisiana 
area, unit production costs must cer- 
tainly have risen in recent months. hurt- 
ing the net earnings of the producing 
end. Nevertheless, the market has con- 
tinued to value stocks of producing com- 
panies at higher price-earnings ratios 
than those of the integrated companies. 

It is estimated that something like 
20% of the world’s oil reserves are lo- 
cated in the United States but that we 
consume something like 60% of the 
world’s output. Nevertheless, under the 
present “voluntary” import quota sys- 
tem the domestic industry derives 85- 
90% of its crude requirements from 
its domestic reserves. It is our conten- 
tion that regardless of import control 
schemes the growth in domestic demand, 
over the long term, will be increasingly 
supplied by cheaper foreign crude 
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brought into the country by an extreme- 
ly cost-conscious industry, made so by 
the annual necessity of paying higher 
wages and providing improved grade. 
higher cost product. A result of this is 
likely to be continued problems for 
domestic producers. 

One of the most significant facts about 
the oil industry is that there has been 
a continual growth in demand for re- 
fined products, pretty much regardless 
of economic conditions. When general 
business falls off, the growth of demand 
for gasoline is sometimes slowed down 
temporarily, but seldom for more than 
a year. Demand for heating oil tends to 
be somewhat more erratic, depending to 
a considerable extent on the severity of 
the winter season. 

With gasoline demand going through 
one of its periods of leveling off, the 
profits of the refining and marketing 
segments of the business have also been 
under some pressure. However, the fac- 
tors responsible for this are believed 
to be of a more temporary nature and 
are in the process of correction, while 
the unfavorable factors affecting the 
domestic producing end of the business 
seem to be of a longer term type. When 
the long term growth in demand is re- 
sumed it will be necessary to again ex- 
pand refining and marketing facilities, 
which will have to be profitable enough 
to attract the necessary capital. 

Another general approach to the sub- 
ject starts with the concept that, broad- 
ly speaking, there is at present a sur- 
plus of crude oil in the world. Witness 
the fact that some Near East crude is 
available to those who can dispose of it 
satisfactorily, at a considerable discount 
from the posted price, that the wells in 
Texas are sharply curtailed, and that 
some cutback in production has been 
evident in Venezuela. Usually when any 
industrial raw material is available in 
excess supply the advantage tends to 
gravitate toward those who control the 
processing and marketing of the product. 
It is true that in the case of oil, the pe- 
culiar strategic and_ political position 
of the domestic independent producers 
complicates this simple concept, but in 
the long run it is reasonable to assume 
that underlying economic forces will ul- 
timately make themselves felt and that 
the integrated companies will be able 
to show superior earning power. 

Unfortunately it is not possible to 
make any sweeping conclusion to this 
brief review of the situation. Even with 
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all of our production curtailments, an 
oil strike can be of great significance for 
a producing company. What can be con- 
cluded is that in weighing an oil port- 
folio the investment manager can now 
give more weight to the refining and 
marketing end of the business than he 
has in the past and, generally speaking, 
we believe that stocks of companies with 
strong refining and marketing depart- 
ments will prove to be more advantage- 
ous holdings than stocks of those com- 
panies with heavy emphasis on domestic 
production. 

CuHar_es M. ENDERS 

F. S. MOSELEY & CO. 


New TRENDS IN FINANCE COMPANIES 


The leading finance companies listed 
on the New York Stock Exchange were 
able to show a 9.7% gain, on average, 
in earnings per share in the first six 
months of 1957 over last year. This was 
achieved in the face of stable automobile 
sales and continually rising interest 
costs. 

These companies extend credit to mil- 
lions of consumers. Consumer credit is 
made up of single-payment loans (charge 
accounts balances, sums owed _profes- 
sional practitioners and service estab- 
lishments, loans to pay personal taxes 
or life insurance premiums) and install- 
ment loans. The last over 
three-quarters of total consumer credit, 
may be further sub-divided into four 
major categories: automobile 
other consumer goods loans, home repair 
and modernization loans, and personal 


mentioned, 


loans. 


loans. Finance companies operate in the 
field of installment loans. 


There are many familiar names in the 
industry but only a few conduct opera- 
tions covering both sales financing and 
installment loans. The difference between 
these two types of operations is sufficient- 
ly large to permit a fairly sharp line of 
demarcation. Installment credit consists 
of loans which are repayable in equal 
monthly installments during a specified 
period of time but the basic difference in 
operations lies in the fact that sales 
finance companies grant credit to finance 
the purchase of specific consumer dur- 
able goods and the loans are secured by 
a lien on the goods purchased whereas 
the consumer finance companies grant 
credit to individuals for any purpose 
deemed reasonable and such loans may 
or may not be secured. 

The consumer is now almost uni- 
versally regarded as a good credit risk. 
There is keen competition for his busi- 
ness which has helped to make the great 
expansion of consumer credit possible. 
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The tremendous growth of consumer 
and installment credit since 1945 is well 
known. Finance companies more than 
held their own by increasing their share 
from 27% to 28%. Moreover, these 
companies have one great advantage 
over commercial banks, their principal 
competitors, through nation-wide branch 
systems and entrance into foreign mar- 
kets, notably Canada. Their expansion 
is limited only by managerial and finan- 
cial ability while banks are prohibited 
from following population and business 
trends by limitations imposed on branch- 
expansion. 

The story of consumer credit has been 
another impressive demonstration of 
how consumers gain from competition in 
a free economic society. Credit is now 
available to most people on fair terms 
and more truly adapted to their particu- 
lar needs. The present wave of bank 
mergers, spurred to a great extent by de- 
sire to get branches, that is consumer 
business, is further proof that consumer 
credit has gained both in respectability 
and prestige. 

The three large companies in auto 
financing, CIT, Commercial Credit, and 
Associates Investment, reported a six 
months’ volume of $5,591 million, or an 
increase of 14% over last year, but a 
gain of only 2.9% on average in per 
share earnings, indicating narrowing 
profit margins. At least one company in 
the consumer finance group, however, 
showed increased volume, accompanied 
by an even larger expansion in profits. 

Since the war the three large auto- 
mobile financing companies have shown 
a strong growth trend. Associates Invest- 
ment, for example, increased its earnings 
per share from $0.47 in 1946 to $5.86 
in 1955, or more than a ten-fold gain in 
a decade, and volume in the same years 
was uv from $249 million to $1,561 mil- 
lion. It is quite possible, however, that 
in the next decade the consumer finance 
companies will expand their business 


and profits at a faster pace than the 
automobile finance companies. 

The facts behind this reasoning are 
that the three major forces which pro- 
pelled the growth of the automobile 
financing business have largely spent 
themselves by 1956-57. These three 
forces were (1) the large unsatisfied de- 
mand for automobiles created by war- 
time shortages — now this mark>t is 
certainly a buyer’s, not a seller’s market, 
as it was in 1946 and several years there- 
after, (2) the trend to increase the pro- 
portion of cars sold on credit — in 1948 
only 42 new cars out of 100 were 
financed and in 1956 no less than 68 — 
it has reached a point where the pro- 
portion of “off the cuff” purchases can- 
not be increased significantly; and (3) 
the trend to extend repayment periods 
from one year or less to up to three 
years, which again reached a point which 
hardly permits any further significant 
expansion of credit. This latter point is 
particularly important as the longer 
paper is on a company’s books, the 
larger the profits, even if the amount 
of the loan is the same. One can, there- 
fore, state with a certain degree of as- 
surance that the automobile market, as 
far as the finance companies are con- 
cerned, reached maturiy in 1956 and 
1957. For the next few years, or at least 
until the war babies become drivers in 
the 1960’s, the automobile market will 
probably grow, with certain fluctuations, 
at a sedentary rate of possibly less than 
five per cent. 

The outlook for the consumer finance 
companies is entirely different. ‘The 
future looks bright although individual 
performances will continue to vary 
widely. Most of these companies have 
vast untapped territories to conquer and 
their period of great expansion still lies 
ahead. They can, unlike commercial 
banks, expand through new branches all 
over the nation and beyond. Growth is 

(Continued on page 1219) 








DRUG BUSINESS WANTED ON ATTRACTIVE PLAN 
FOR ESTATES, TRUSTS 


Well known national drug firm is interested in acquiring additional 
established products small or large in drug or allied field. We have a 
proven plan of particular interest to trusts, estates, and family-owned 
companies, under which present owners can continue to receive income 
which would be increased by the growth which we create. One possible 
plan provides an attractive means of disposition for owners who seek 
continued income with capital gain on ultimate sale. 


We are principals. You may write in confidence to Box 180, Trusts AND 
Estates, 50 East 42nd Street, New York 17. 
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Glidden doubles own/| 





F PAINTS” 
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Glidden Drive-In Paint Center at Lubbock, Texas, includes ample parking 
area, a retail outlet, sales service offices and warehousing facilities to give 
best service to Glidden dealers and paint contractors in the Lubbock area. 


Glidden helps industries 


A resin finish that’s tough, but 
smooth—even on old boxcars 
like this! Sets up a chemical- 
resistant moisture barrier on 
metal, masonry or wood ...a 
Glidden maintenance product 
that’s practically damage-proof! 
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Boat you never need to paint — Its 
hull is molded plastic. Glidden 
Paint research discovered the 
polyester resin now widely used 
in making many molded plas- 
tics—from boats to washing 
machine tubs and furniture. 


Famous Spred Satin, the original 
latex wonder wall paint, goes on 
twice as fast and easy as ordinary 
paints, dries in 20 minutes with- 
out brush marks, is so washable 
you won't have to paint again 
till you want to change colors! 





more are planned...for 
i 


Now — color-style the whole house. 
Spred Glide-On is a vinyl-latex 
emulsion paint which will not 
fade, flake or peel. For al! 
masonry, stucco. Used on roof: 
light colors reflect sun’s heat, cut 
temperatures under the rooi 
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mine Paint Centers 


better, more profitable distribution 





As Glidden moves rapidly in the direction of controlled paint distribution through its own 
wholesale-retail branches, 52% of its consumer paint sales are now direct to dealers. Direct 
distribution is helping Glidden lower costs, add a substantial number of independent 
retailers, and serve them better. 


Further expansion of factory-owned branches is planned. Several are under construction. 
Sizable expenditures have been made also to increase productive capacity at Glidden paint 
plants in Atlanta, Cleveland and Reading, Pennsylvania. 


These expenditures were necessary to keep pace with Glidden U. S. sales increases of 
155% since 1945 compared to an industry average of 121%. In the same period, Glidden 
paint profits increased 145% . Current capital investments are being made to assure a continua- 
tion of that profit growth rate. 





PAINT DIVISION 





Capital Expenditures 
$7,400,000 1953-57 


THE GLIDDEN . 
COMPANY 


1939 





Net Sales 1939-1957 In Millions of Dollars 


1946 1957 


$00 UNION COMMERCE BLDG.+ CLEVELAND 14, OHIO 
Glidden leadership in marketing and technical develop- 
G. ‘ with We i ee 7 ment continues to set the pace for the paint industry. 
ae H hei, To maintain and strengthen this leadership, the Glidden 
Paint Division, during the past 5 years, has invested 

$7.4 million in both new and modernized facilities. 










THE STRUCTURE OF GLIDDEN DIVERSIFICATION MEANS GROWTH 











Diversification is not new to The Glidden Company. Glidden 
was founded on the premise that planned diversification offers 
maximum opportunity for profit. 

Management recognized that diversification of products, 
markets and facilities opened the widest door to growth. Diverse 
fields of operation were entered. Products within each opera- 
tion were expanded through research and alertness to future 
needs. Markets widened. Plant facilities were increased every- 


where. This was also the period of integration of these seem- 
ingly unrelated operations. 


Now, this structure of integrated diversification has been 
established. Glidden has attained its maturity, a position of 
stability demonstrated by its earnings. Each Glidden Division 
is a profitable, growing business, supplying other Glidden 
Divisions as well as selling to a wide variety of other industries, 
as indicated below. 



















CHEMICALS-PIGMENTS-METALS SOUTHERN CHEMICAL PAINT CHEMURGY DURKEE FAMOUS FOODS 
Pigments and Metal Powders Naval Stores For Consumers; Product Finishes Soybean Derivatives For Food Processors 
for Industry Terpene Chemicals; Resins Industrial Maintenance Grain Merchandising Restaurants; Consumers 
Paint Paper All Surfaces Food Consumer Food Market 
Paper Rubber Consumer Paint Market Pharmaceutical Baking | 
Plastics Plastics Painter Trade Paint Confectionery ’ 
Rubber Chasitcal Container Packaging Institutional Cooking 
Appliance Cosmetics Industrial Maintenance Building Materials Restaurant Trade 
ise. Ceramics Food Automotive Transportation Specialty Food 
tex Building Materials Building Materials Appliance Rubber 
es Transportation Essential Oil Construction Plastics 
no arine Paint Building Materials Graphic Arts 
all Leather : basi Textile Furniture Paper 
; Glidden Paint Division Pharmaceutical Transportation Glidden Paint Division 
ofs, Soap and Detergent Boat and Marine Durkee Famous Foods ©1957 
cut Glidden Paint Division Electronics 
: Plastics 
Oi. 
oh 
TATES DECEMBER 1957 
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INVESTMENT PANEL APPRAISES OUTLOOK 


HE INVESTMENT PANEL, UNDER THE 

direction of Erroll E. Buckner, vice 
president and trust officer, Commercial 
National Bank, Shreveport, highlighted 
the afternoon session of the Midcontin- 
ent Trust Conference on November 21st. 
The members were Arthur C. Regan, 
vice president and secretary, First Na- 
tional Bank of Minneapolis; Warren L. 
Fellingham, vice president, Harris Trust 
and Savings Bank, Chicago; Charles W. 
Buek, vice president, United States Trust 
Co. of New York; and Edward F. Swen- 
son, Jr., vice president, The First Na- 
tional Bank of Miami. 

Despite the drastic correction of stock 
prices in recent months and the reflec- 
tion of high money rates upon prices of 
fixed-income securities, the panelists 
performed against an undertone of con- 
fidence in the basic soundness of the eco- 
nomic structure. Neither security prices 
nor business indices can continue in one 
direction indefinitely without correction 
and, while dislocations cause problems, 
they likewise offer opportunities to up- 
grade portfolios and reappraise decis- 
ions. 

Mr. Buckner posed the “jackpot” 
questions on the course of money rates 
and the stock market over the coming 
two years. The consensus on_ interest 
rates was for some easing but not for a 
major downward trend, with uncertain- 
ty as to the duration of this trend. The 
panel apparently felt that the bond mar- 
ket had seen its lows for the foreseeable 
future, however. 


As to equities, Mr. Regan thought 
that the decline in stock prices since June 
has already effected a substantial por- 
tion of the necessary corrections but that 
lower levels are still possible. It will 
take some time.to build a new and se- 
cure base for a real advance and 450 on 
the D-J industrial average is likely to 
mark the top limit in this period. 

Mr. Fellingham, although terming 
himself an optimist at heart, said that a 
trustee should not rule out the possibil- 
ity of a 100 point move in the averages 
either way, although he did not feel too 
strongly that such extreme downside 
correction was likely. Within the next 
two years it is quite certain that any 
economic dislocations will have been 
cleaned up so that business will be ready 
for greater expansion during the 1960's. 

Mr. Buek was of the opinion that the 
stock market has yet to make a stable 
base and that it might well fall below 
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INVESTMENT PANEL AT TRUST CONFERENCE 


Arthur C. Regan, Warren Fellingham, Errol E. Buckner (moderator), Charles W. Buek 
and Edward F. Swenson, Jr. 





the 400 mark within the next few 
months. He will be pleased if the aver- 
ages regain their old highs any time 
during the two year period. 

On a slightly more optimistic note was 
Mr. Swenson, with a low estimate around 
390 and a top range of 500, based upon 
his belief that the price correction has 
been rapid and drastic. His appraisal 
was to the effect that the end of 1958 
should mark the end of necessary busi- 
ness readjustments. 

There has been no thought of deviat- 
ing from the long view which governs 
trustee investment but Mr. Swenson, for 
example, remarked that glamor stocks 
were not the only growth media and that 
certain food and consumer goods com- 
panies, as well as public utilities in se- 
lected areas, offered good expansion 
prospects, although perhaps at a less 
spectacular rate. Neither were the hypo- 
thetical prospects of an additional 45-50 
point decline in the D-J industrial aver- 
age held attractive grounds for selling 
stocks now to establish a lower cost be- 
cause, according to Mr. Regan, the in- 
evitable delays of committee decision- 
making militate against fast buying ac- 
tion. Obviously, however, if one were 
convinced ‘that a real depression were 
imminent it would be prudent to trim 
sail but, in any event, the present is a 
good time to do any undone pruning. 
Mr. Buek expressed his belief that stocks 
with greatest appreciation should not be 
sold and proceeds reinvested because 
these are invariably of the best calibre; 
in fact, it is better to be overheavy in 
them than to sacrifice them for reinvest- 
ment. 

With reference to stock groups cur- 
rently warranting buying interest, Mr. 
Fellingham noted that depressed prices 
in some utilities offered opportunities, 
particularly when one could foresee 
pending financing and buy when under 
pressure of offerings. He also included 


steels, oils and aluminums as partially 
in the shade at this time, with special 
reference to the offering of additional 
stock by Standard Oil Co. (N. J.). Mr. 
Swenson listed as good prospects the 
utilities, international oils, electrical 
supply companies, containers, selected 
food processors, office equipments, alum- 
inums, papers and some finance compa- 
nies active in instalment loans. Mr. Buek 
added that certain chemical stocks were 
perhaps due for a comeback from their 
profit pinch, as well as “one or two” of 
the rubbers. 

With particular reference to the inter- 
national oils, Messrs. Swenson and Fel- 
lingham concurred in the thought that 
the apparently superior growth potential 
of foreign markets, where per capita use 
is inferior to that in the United States, 
made current prices too low and hence 
offered attractions for the courageous 
purchaser. Admitting that political un- 
certainties abound, and probably always 
will, need for petroleum energy and the 
lure of money will always overcome all 
but temporary dislocations in movement 
of this commodity to market. 


Mr. Buek discussed the alternatives to 
holding stocks at today’s levels and ad- 
vised that stock funds be switched into 
bonds only if one were doubtful about 
the calibre of the former. With superior 
bond yields, there is little logic in hold- 
ing stocks except for an expected part- 
nership appreciation over the years. Pre- 
ferred stocks, however, do not, in his 
opinion, offer values comparable to those 
available in new bond offerings; the tax 
factor valuable to certain corporate 
holders imposes a penalty level on other 
purchasers and the preferred markets 
are generally narrow ones. Additionally, 
the current spread of about one half of 
one percent in favor of preferreds 
against new bond offerings is rather less 
than normal and the operation of sinking 
funds, if any, can be upsetting to invest- 
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ment planning. Mr. Buek also recom- 
mended that stock diversification in 
small trust accounts be achieved by use 
of not to exceed five good companies of 
top confidence. The use of mutual funds 
was not favored from the viewpoint of 
both delegation and cost. Mr. Buek re- 
ferred briefly to the Bank Fiduciary 
Fund which has been successfully servic- 
ing small trust accounts of New York 
State institutions which maintain no 
common trust funds of their own, with 
the suggestion that other state groups 
might give thought to similar action. 
Mr. Regan counselled that assets re- 
ceived in estates be whipped into con- 
sonance with the bank’s approved list at 
the earliest practicable moment. As re- 














Public Service Electric 
and Gas Company 


NEWARK, N. J. 

















QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Decem- 
ber 31, 1957: 


Class of Dividend 
Stock Per Share 


4.08% Cumulative Preferred . . . $1.02 
4.18% Cumulative Preferred... 1.045 
4.30% Cumulative Preferred... 1.075 
$1.40 Dividend Preference.... .35 
OMEN a6 6.400 5 0.0 6% 45 


All dividends are payable on 
or before December 20, 1957 
to stockholders of record No- 
vember 29, 1957. 


F. MILTON LUDLOW 
Secretary 








PUBLIC SERVICE 


CROSSROADS OF THE EAST 
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gards retention of substantial holdings 
of family businesses, general policy 
would be to avoid the possible risk, 
trouble and additional administrative 
costs involved but when pre-planning 
has been properly done, such interests 
may be continued in many cases. He re- 
marked that present yields on Govern- 
ment and corporate bonds offered a his- 
torically excellent switch opportunity 
from the former to the latter category. 


Mr. Fellingham advised that his insti- 
tution has been following the policy of 
switching some of its Series G and K 
bonds this year into better-yielding is- 
sues. Re comparative yields between new 
competitive offerings and those with es- 
tablished markets, Mr. Buek reported 
that the former, through pressure of 
capital demand, were going at as high 
as 75 basis points over those of equal 
grade. However, the average life of 
trusts is considerably less than the time 
lapse to many bond maturities and this 
factor makes purchase of bonds at deep 
discounts a tough decision in many ac- 
counts. 


In investing for pension funds, Mr. 
Swenson reported that his institution is 
following a 30-40% proportion of equi- 
ties based on book valuation and is using 
dollar averaging. The balance of incom- 
ing funds, where inflow over the near 
future is estimated to exceed payout, is 
being placed in bonds. In profit sharing 
programs, however, they adhere to the 
usual more conservative line of reducing 
risk assets to guard against possible 
shrinkage at payout date to the partici- 
pant. As to use of mortgages in common 
trust funds, Mr. Swenson remarked 
that some smaller banks lacking ade- 
quate investment personnel turn to this 
field to a considerable extent, even in 
some cases up to 60-70%, but that the 
lack of liquidity was a deterrent to wide- 
spread resort to this medium. 








DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 





Utility service by tax-paying, 
re rg Py et companies 


made this dividend possible. 


The Board of Directors has this day declared 
a dividend of 42Y2c per share on the Com- 
mon Stock, payable January 2, 1958, to 
stockholders of record at the close of busi- 


ness December 12, 1957. 
H. F. SANDERS 


Treasurer 


December 2, 1957 


SERVING THE MIDDLE SOUTH 


Arkansas Power & Light Company 
Louisiana Power & Light Company 
Mississippi Power & Light Company 
New Orleans Public Service Inc. 
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~""ALLEGHENY LUDLUM STEEL 
CORPORATION 


Pittsburgh, Penna. 


At a meeting of the Board of 

Directors of Allegheny Ludlum Steel 

Corporation held today, November 

[NL 21, 1957, a dividend of fifty cents 

($0.50) per share was declared on 

the Common Stock of the Corpora- 

tion, payable December 21, 1957 to 

Common Stockholders of record’ at the close of 
business on December 2, 1957. 

S. A. McCASKEY, JR. 

» Secretary 


« 
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UTILITIES 
COMPANY 


DIViDEND NOTICE 





The Board of Directors today 
declared a dividend of 40 cents 
per share on the Common Stock 
of the Company, payable Jan- 
vary 2, 1958 to stockholders of 
record at the close of business 
December 2, 1957. 

D. W. JACK 


Secretary 
., See 15, 1957 J 
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Southern California 


Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 








ORIGINAL PREFERRED STOCK 
Dividend No. 194 
60 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 43 

27 cents per share. 


The above dividends are pay- 
able December 31, 1957, to 
stockholders of record De- 
cember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, Decem- 
ber 31. 


P.C. HALE, Treasurer 


November 21, 1957 _ saa 
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SURPRISE REDUCTION 


In spite of a declining volume of busi- 
ness loans (some $500 million by New 
York City banks alone since June) in- 
dicating easing credit conditions, the 
Federal Reserve Board’s November 14th 
cut of 4% in the discount rate appar- 
ently came as a surprise to the financial 
community and business men across the 
country. As noted in this column last 
month, the feeling was prevalent that the 
monetary authorities would be somewhat 
more deliberate than in 1953 in initiat- 
ing action until evidences of business 
deterioration became clearly apparent. 
Not only were financial people startled 
at the timing but some thought that a 
token reduction of half this amount 
would have shown the Board’s intentions 
to counter deflationary trends. 


In any event, announcement of a 
lower discount rate is more a psychologi- 
cal than a practical factor because it 
does not increase the supply of money. 
Of course it implies, even if it does not 
guarantee, that the Board will probably 
look with a more friendly eye, in its 
own good time, upon open market overa- 
tions to increase available funds or even 
to lower reserve requirements. (This last 
measure immediately broadens the loan- 
ing potential of the banks and conse- 
quently is invoked only when a real 
“shot in the arm” seems indicated. ) 


The Federal Reserve is not given to 
precipjitate action but moves in ac- 
cordance with its appraisal of day-to-day 
changes in the economy, and its intent 
to implement this “psychological” first 
step was intimated by testimony of Presi- 
dent Hayes of the New York Bank be- 
fore the House Small Business Com- 
mittee, in which he said that a rate re- 
duction “is usually associated closely 
with related actions of the Open Market 
Committee on credit.”” Accordingly, the 
business community can only conclude 
that the unsurpassed sources of informa- 
tion to which these authorities have 
access have convinced them that now 
was the moment to take the first step 
in countering deflationary influences. 
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Just how much easing will be done re- 
mains to be seen because at this time 
of year increased reserves are always 
needed for holiday trade. The answer 
will be found sometime after the turn 
of the year. 


The news came as a real boon to 
underwriters and dealers with unsold 
bonds on the shelf because there had 
been considerable congestion in offer- 
ings and a “wait and see” attitude on 
the side of large purchasers. The classic 
example was the American Telephone 
and Telegraph 5s of 1983, an end of 
October offering at 101.46, only about 
40% of which had been moved in over 
two weeks. The balance of the unsold 
$250 million immediately moved out the 
window and the bonds are quoted, at 
this writing, at a five point premium 
over offering. Another gauge is that the 
Treasury was able to sell 17-year 34%% 
bonds the following week (now selling 
above 103) which would have been 
difficult to place with a 4% coupon prior 
to the announcement. The effect upon 
all sectors of the bond market was im- 
mediate and served to bolster the belief 
that the worst has been seen in this 
division. 


On the commercial bank side of the 
fence, the news was not too welcome be- 
cause, while present interest rates will 
prevail on outstanding obligations until 
maturity, borrowers will seek to shorten 
loans to take advantage of any reduc- 
tions which may occur. The banks will 
try to hold the present 414% prime rate 
as long as possible but competition will 
inevitably force some downward revi- 
sion, probably within a couple of 
months. 


MARKING TIME 


During the past month, the security 
markets have enjoyed a respite from 
the pressures of October with the excep- 
tion of the one day flurry over the 
President’s seizure. Stocks have made no 
notable progress on the upside but there 
has been no forced liquidation, either, 
with the result a standoff. The reduction 





in the discount rate was hailed as bullish, 
with special reference to the bond sector, 
but pessimists could point to declining 
business indices and argue that, if the 
Federal Reserve felt it time to boost 
morale by easing credit a little, it was a 
signal to stay pretty close to shore and 
build reserve buying power for a later 
test of the October lows. Tax selling 
does not appear to have been much of a 
factor thus far in spite of the large num- 
ber of candidates due to the 1957 de- 
cline. 


The Federal Reserve index of indus- 
trial production dropped off to 142 in 
October and while disposable personal 
income still leaves considerable leeway 
for belt tightening, as mentioned last 
month in this space, the employment pic- 
ture appears less buoyant. October failed 
to reflect the normal pick-up from the 
September total of unemployed. Average 
work hours per week were below a year 
ago but increased hourly wage rates held 
September factory payroll totals to with- 
in one per cent of a year earlier. Private 
housing has held fairly well but there has 
been some lag in industrial construction 
and higher costs may act as deterrents. 

The steel industry is unhappy over the 
failure of the public to clamor for 1958 
car models with higher price tags, al- 
though October sales were up 9% from 
1956 due to the cleanup of 1957 models. 
October department store sales were 
down from September and from a year 
ago. There is little in the way of good 
news statistically to offset this dark side 
of the picture. The Instalment Credit 
Commission of the American Bankers 
Association even warns that collection 
problems are increasing and that motor 
car repossessions are on the rise. 


This all sounds rather gloomy but it 
is reported only as a backdrop to the 
market’s hesitant attitude. There are un- 
doubtedly imbalances and overcapacities 
which will have to be worked out over 
an indefinite future but usually well-in- 
formed observers of the business scene 
have thus far failed to express fears of 
anything approximating a deep decline 
or severe deflation. Certainly, such a 
debacle would call for all-out aid from 
Governmental sources without regard to 
budget considerations, a contingency 
which it is earnestly hoped will be 
avoided. 


TRUSTEED PENSION FUNDS 
DuE For GrowTH 


Projections of growth of private 
trusteed pension funds prepared by Viio 
Natrella of the SEC and presented be- 


fore a meeting of the American Statis'i- 
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Atlas Corporation 
33 Pine Street, New York 5, N.Y. 










Dividends declared on 
5% Cum. Preferred Stock 
and Common Stock 


e Preferred Dividend No. 6 
Regular quarterly of 25¢ 
per share 
Payable December 16, 1957 
Record date November 27, 1957 
© Common Dividend No. 64 
Regular quarterly of 15¢ 
per share 
Payable December 20, 1957 
Record date November 27, 1957 
WALTER A. PETERSON, 


Treasurer 
November 14, 1957 

















TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company’s cap- 
ital stock outstanding and entitled to re- 
ceive dividends, payable December 16, 
1957, to stockaolders of record at the 
close of business November 29, 1957. 
E. F. VANDERSTUCKEN, JR., 


Secretary. 

















QUARTERLY DIVIDENDS 
Dividends of $1.1214 a share on the 414% 
Preferred Stock, Series B; $1.00 a share on 
the 4% Preferred Stock, Series C; and 45 
cents a share on the Common Stock, have 
been declared for the quarter ending De- 
cember 31, 1957, all payable January 2, 
1958, to holders of record at the close of 
business on December 13, 1957. 

J. THEODORE WOLFE 
President 


Dividends paid on Common Stock without 
interruption or reduction since 1910. 








cal Association estimate that total assets 
by 1965 will be in the area of $51 bil- 
lion, as compared with $16.6 billion at 
the close of 1956. This sector is already 
the fastest-growing source of new money 
in the economy with net increment of 
between $2-$3 billion annually which 
Mr. Natrella believes will rise to around 
$4.4. billion by that time. 

Basing his assumptions on Govern- 
ment holdings remaining at today’s ab- 
solute level of about $2.3 billion, with 
50% in corporate bonds and preferred 
and common stock aggregating 30%, 
and the balance of 12% representing 
mortgages and real estate, the break- 
down would be approximately as fol- 
lows: 

Distribution of Assets of Private 


Trusteed Pension Funds 
Projections 1960-1965 


(Billions) 
1956 1960 1965 
U.S. Gov’t securities $23 $23 $ 2.1 
Corporate bonds . 67 Hs Zin 


Common and preferred 
pe ae eee ene eee 4.4 8.7 158 

thr assets A 2.6 6.1 

Total assets __ —._. 464 2S 510 

As important as the influence of pen- 
sion funds is today in the corporate bond 
market and to a lesser degree in stocks, 
if these forecasts are substantially 
realized the capital markets will have 
recourse to a welcome flood of new 
money. Translated into dollars, pension 
managers would be seeking annually 
more than $2 billion of bonds, around 
$500 million in mortgage and real estate 
commitments and $1.3 billion in pre- 
ferred and common stocks. 
New Views 

The world-wide march of inflationary 
forces, placing a premium upon the 
greatest possible yield with reasonable 
risk, has brought a change in invest- 
ment philosophy in conservative circles 
everywhere. It is worthy of note that 
even the Church Commissioners for Eng- 
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CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per 
share on its Common stock, payable December 16, 1957, 
to stockholders of record at the close of business November 
29, 1957. The board also declared a stock dividend of 
two per cent (2%) on the presently outstanding shares 
payable January 23, 1958, to stockholders of record at 
the close of business November 29, 1957. 


ERLE G. CHRISTIAN, Secretary 





DECEMBER 1957 





WELLINGTON 


<> FUND 





FOUNDED 1928 


112" 


consecutive 
quarterly dividend 


13¢ a share from net investment 
income, and 43c a share distri- 
bution from realized securities 
profits, payable December 27 to 
stock of record December 4, 1957. 


WALTER L. MORGAN 
President 








YALE & TOWNE 
Declares 279th Dividend 
37'2¢ a Share 











On Nov. 20, 1957, 
dividend No.279 
of thirty-seven 
and one-half cents 
per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 

Jan. 2, 1958, to 
stockholders of record 


Dec. 12, 1957, 





Wm. H.MATHERS 


Vice-President and Secretary 


THE YALE & TOWNE MFc. co. 


Cash dividends paid in every year since 1899 


i\ \\ at the close of business| 














rw Ce 


TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


November 19, 1957 


CASH DIVIDEND 
A dividend of fifty-five 
(55¢) cents per share was 
declared payable December 
19, 1957, to stockholders of 
record at the close of busi- 
ness December 3, 1957. 


EXTRA CASH DIVIDEND 

An extra dividend of 
twenty-five (25¢) cents per 
share was declared payable 
January 10, 1958, to stock- 
holders of record at the close 
of business December 3, 
1957. 


Joun G. GreenBuRGH 


61 Broadway Treasurer. 


New York 6, N. Y. 
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FLORIDA POWER CORPORATION 
St. Petersburg, Florida 
November 21, 1957 


The Board of Directors of this Corpo- 
ration has this day declared a dividend 
of fifty cents (50¢) per share on the 
outstanding Common Stock, payable 
December 20, 1957 to stockholders of 
record at the close of business Decem- 
ber 5, 1957. : 


G. F. FOLEY, Treasurer 














petroleum 
corporation 





DIVIDEND NOTICE 


The Board of Directors has declared 
a regular quarterly dividend of 25¢ 
per share on the common stock of 
this Company, payable 
January 6, 1958, to 
stockholders of record at 
the close of business De- 
cember 16, 1957. 


R. L. To.uett, 
President 
Big Spring, Texas 














Pullman 
Incorporated 


361st Dividend and 
91st Consecutive Year of 
Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on Decem- 
ber 14, 1957, to stockholders of 
record December 2, 1957. An 
extra dividend of one dollar 


($1.00) per share will be paid 
on January 6, 1958, to stock- 
holders of record December 
16, 1957. 


CHAMP CARRY 


President 





Sie 
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land, the custodians of a £125 million 
nestegg, have responded to the same 
stimuli in recent years, as reported in 
the London Economist. 


The rigid concept of fixed income im- 
plied in the French word “rentier” or 
the British retired civil pensioner with 
his £600 per annum has reluctantly given 
way to the principle of investment flex- 
ibility. In spite of Great Britain’s many 
years of world trade and investment, as 
well as the demonstrated astuteness of 
British and Scottish investment fund 
managers, it is probably fair to state that 
British capital aggregates of this nature 
have been slower to liberalize their in- 
vestment approach than in this country. 


However, it now appears that the 
Church Fund has followed a consistent 
policy of reducing Government debt 
holdings since 1951 from £65 million to 
around £36 million today or to about 
29% of the total portfolio. In the same 
period, industrial equities have been 
built up from £11 million to £54 million 
or 43% of the total. The remaining 28% 
of the money is in real estate holdings 
and mortgage investments which pro- 
duce over 35% of total annual income. 
As of now, the report says that “the 
Church are no longer 
buying equities freely,” a note which will 
find an echo in more than one observer’s 
mind on this side of the Atlantic, al- 
though this has no significance of a 
policy reversal. 


Commissioners 


A A A 


e In the midst of the jitters over “sput- 
nik” and “spaet” the American Federa- 
tionist for December published a table 
of the cost of various household require- 
ments in terms of labor time in New 
York and in Moscow. Here are a few of 
them: 
Labor 


Item New York Moscow 
cake of soap 3 mins. 24 mins. 
dozen eggs 21 mins. 2% hrs. 
pr. women’s shoes 54 hrs. 8 days 
man’s suit 3 days 47 days 








Johns-Manville 


Corporation 


DIVIDEND 








The Board of Direc- 
tors declared a quar- 
terly dividend of 50c 
per share on _ the 
Common Stock pay- 
able December 13, 
1957, to holders of 
record December 2, 
1957. 


JOHNS-MANVILLE 


JM 


PRODUCTS 


ROGER HACKNEY, Treasurer 
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KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, NewYork, N.Y. 
November 15, 1957 





At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a cash dis- 
tribution of $1.50 per share was 
declared, payable on December 
17, 1957, to stockholders of record 
at the close of business on Novem- 
ber 29, 1957. 


PAUL B. JESSUP, Secretary 
a md med ed ea Aa a a a a 
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St. Louis 


187 tH 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ 
per share payabie on January 
1, 1958 to stockholders of rec- 
ord al the close of business 
December 13, 1957, was de- 
ciared by the Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


December 3, 1957 




















1T43®D DIVIDEND | 











FINANCIAL 


CORPORATION 


A quarterly dividend of $0.60 | 
per share in cash has been 

declared on 
Stock of C. I. T. 


the Common | 
FINANCIAL | 


CorpPorRATION, payable Janu- 
ary 1, 1958, to stockholders of 
record at the close of business 
December 10, 1957. The trans- 
fer books will not close. Checks 
will be mailed. 
C. JouN Kunn, 
Treasurer 
November 27, 1957. 
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DEALERS IN 


State, Municpal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


CHASE MANHATTAN 
BANK 


CHARTERED 1799 
Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 


DECEMBER 1957 1207 











MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 





































































YIELDS oF YIELDS OF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
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IN PERCENT ; 
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3.75 i +460 eeccccece Aa \ = ra - 
ia 1 <7~-~" DIVIDEND 
midetnes. \ - 40 . 7- 
a e J (710 SCALE) 
480 \ 
ane amean Baa \ 
* 5. 
1954 , 1955 |, 1956 , 1957 1954 | 1955 | 1956 | 19504) 1954 , 1955 , 1956 , 1957 
——End of Month—— 
Nov. Oct. Nov. 1957 1951-1956 1946-50 1941-45 1931-40 1919-1930 
1957 1957 1956 Range for Period —— 
1. U.S. Government Bond Yields 
$-Year Taxable Treas. ——............ yf 3.43 4.00 3.66 4.10-3.26 3.75-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. —_............. G 3.42 4.00 3.65 4.12-3.23 3.76-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. -................ % 3.35 3.88 3.53 3.97-3.17 3.64-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 ——__-_ % 3.28 3.76 3.38 3.77-3.10 3.52-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 214s, 12/15/72-67 -............ % 3.26 3.68 3.35 3.72-3.08 3.51-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
314s, 1983-78 ___ Sheetal A 3.43 3.67 3.34 3.69-3.21 3.45-2.59 (b) (b) (b) (b) 
3s, 1995 _. RENE EOE OT 3.38 3.58 3.31 3.60-3.20 3.42-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term ___...._- ye, 4.02 4.12 3.74 4.15-3.65 3.82-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term -._...... % 4.28 4.29 3.83 4.31-3.77 3.89-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Lone Term —— —._._.___... % 4.48 4.48 3.96 4.51-3.95 4.02-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term -__........_...... % 5.11 5.04 4.32 5.11-4.41 4.46-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term -_................... % 3.16 3.30 3.01 3.45-2.75 3.05-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term __.. Pana eee % 3.31 3.46 3.29 3.72-3.00 3.33-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated icons TO... G 3.53 3.74 3.69 3.98-3.31 3.75-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term -._.............--:.. . % 4.25 4.37 4.12 4.51-3.90 4.22-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
High Grade <I ee 4.53 4.68 4.41 4.68-4.31 4.44-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
aan Cae — % 5.57 5.60 5.00 5.60-4.99 5.28-4.45 5.08-4.14 §.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
SS EE eee” 4.54 4.61 4.24 4.67-4.07 4.30-3.46 3.92-3.27 (e) (e) (e) (e) 
Medium Grade —....__...__.. % 5.08 5.08 4.84 5.16-4.64 4.92-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
De NN a, Y/ 4.88 4.99 4.54 5.00-4.37 4.68-3.78 4.24-3.40(e) (e) (e) (e) 
pene Grate .. % 5.27 5.26 4.78 5.34-4.76 4.87-4.18 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) ~~~. $134.30 133.59 145.04 157.66-133.59 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) -—---...... 5.86 5.94 5.88 5.94-5.86 5.89-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields — % 4.36 4.45 4.05 4.45-3.75 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


(e)—Low Dividend Preferred Yield Averages 
Jan. 2, 


1946. 


in this 


(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 
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series date from 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Up-dating of Index 
Planned Next Month 


T IS ANTICIPATED THAT OUR INDEX OF 

Mutual Funds will be up-dated and 
certain revisions in the format made by 
next month so as to reflect year-end re- 
sults. Among revisions contemplated is 
a more detailed classification in order 
that funds with generally similar invest- 
ment characteristics and objectives will 
be grouped together. Three major classi- 
fications of funds are contemplated, in- 
stead of the two generally well-known 
common stock and balanced categories. 
The groupings we propose to use follow: 


1. Balanced Funds (bonds, preferred, 
commons at all times) 
a. Relatively stable principal 
b. Growth 
c. Income 

. Flexible Funds (bonds and/or pre- 
ferreds and/or commons without 
limitation) 
a. Relatively stable principal 
b. Growth 
c. Income 

3. Common Stock Funds (commons 
w/ or w/o cash and equivalents and 
govts.) 
a. General purpose 
b. Growth 
c. Income 


bo 


Several funds will be added to the list. 
Most of these have requested inclusion 
for several years and meet requirements 
entitling them to listing. Any suggestions 
for revisions that will enhance the value 
of the Index for the trustee and pro- 





fessional investor will be welcome, and 
should be submitted promptly. 


Funds Urged to Back 
Trust Legislation 

Concerted efforts on the part of in- 
vestment companies to obtain legislation 
in New York state which would include 
mutual funds as trust investments under 
that jurisdiction’s partial prudent man 
law were advocated in a report by 
Charles F. Eaton, Jr. of Eaton and 
Howard, Chairman of the Investment 
Companies Committee of the Investment 
Bankers Association at its recent con- 
vention. Closed-end investment com- 
panies listed on a national securities ex- 
change and meeting the prudent man 
test are eligible for investment of the 
35% portion of the trust corpus which 
can be invested in common stocks. 

In another section of the report to 
the convention, the investment company 
committee through its spokesman sug- 
gested opposition to proposals of the 
S.E.C., to be incorporated in coming re- 
visions of the Investment Company Act, 
that a company’s fundamental invest- 
ment objectives and characteristics as 
stated could be changed only with the 
approval of shareholders. The industry 
contends that this will “unduly hamper 
the proper exercise of management dis- 
cretion.” 


Changing Stock Preferences 
A striking example of the constantly 











AFFILIATED 
FUND 


A Common Stock Investment Fund 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 


CHICAGO 





Prospectuses on request 


LORD, ABBETT & Co. 
63 Wall Street, New York 


ATLANTA 








”, 
ii Ly 
QW 


AMERICAN 
BUSINESS SHARES 


A Balanced Investment Fund 





Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth possibilities. 


LOS ANGELES 








DECEMBER 1957 


changing outlook on common stocks is 
illustrated by the original portfolio of 
Massachusetts Investors Trust, dated 
July 15, 1924, recently reproduced by 
Vance, Sanders and Company, under- 
writers of the fund. Of the 45 stocks in 
the first portfolio only the 16 listed 
below are now held and the majority of 
these latter have been sold and _ re- 
purchased one or more times during the 
intervening period of more than three 
decades. 

Eastman Kodak 

General Electric 

General Motors 

National Lead 

Standard Oil of Indiana 


Texas Company 
U. S. Steel 


American Car & Foundry 
Atchison, Topeka & S. F. 
Illinois Central R.R. 
Pullman Co. 

Southern Pacific Co. 
Southern Railway 

Union Pacific R.R. 


American Gas & Electric 
Southern California Edison 


Investment Company Proposed 
to Finance Small Business 


A closed-end investment company, 
with capital supplied jointly by the 





federal government and private in- 
: A mutual fund : 
; investing in common stocks 4 


- FUNDAMENTAL =- 
. INVESTORS, INC. . 


‘ A balanced fund 


. DIVERSIFIED ° 
. INVESTMENT ; 
; FUND, INC. : 


Investing in bonds 


; MANHATTAN . 
‘ BOND FUND, INC. - 


A common stock fund 
for growth possibilities 


. DIVERSIFIED 
- GROWTH STOCK - 
: FUND, INC. 


Prospectuses available from 


- HUGHW.LONGanpCOMPANY . 


. Incorporated » 


Elizabeth 3 


“ New Jersey , 
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vestors, was suggested by Edward T. 
McCormick, president of the American 
Stock Exchange, as a means of solving 
some of the financing problems of prom- 
ising small business. Appearing before 
the House Small Business Committee on 
November 22nd, he said small business 
needs risk capital, not loans presently 
granted under the Federal program of 
aid to such firms. The size of companies 
in this category, according to the defini- 
tion established for the Small Business 
Administration, is retailers with annual 
sales of not more than $1 million, whole- 
salers with gross of $5 million or less, 
and manufacturers employing a maxi- 
mum of 250 persons. 


The capital of such an investment com- 
pany, or possibly group of companies, 
which, of course would necessitate fed- 
eral legislation for its authority, might 
eventually total $500 million. According 
to Mr. McCormick’s proposal half of 
this amount would be supplied by the 
government. With the portfolio consist- 
ing of stock representing “risk” capital 
in small promising companies, the public 
participation it appears would exclude 
the less wealthy investor in mutuals. Mr. 
McCormick has not clarified his ideas 
for distribution of such a fund to the 
public or the covering of expense in- 


volved in initial investigation and sub- 
sequent supervision of portfolio hold- 
ings. We should like to see a more ser- 
ious exploration of this idea both on his 
own part and that of the House Com- 
mittee. 


Stein Roe and Farnham Fund 
Acquires Personal Holding 
Company 


The Stein Roe and Farnham Fund, 
Chicago based non-load mutual, has an- 
nounced acquisition of substantially all 
of the assets of the Milius Shoe Co., a 
personal holding company, in exchange 
for its shares. At the time of acquisi- 
tion in mid-October the fund had as- 
sets of $17,745,000 while Milius was 
valued at $2,906,000. Milius had been 
managed by the Chicago counsel firm 
for over nine years prior to absorption 
and had investment objectives similar 
to those of the fund. All of the securi- 
ties acquired with the exception of 
$400,000 of common stocks were in 
issues the Stein Roe fund already held. 
Unrealized capital gains per share of 
the fund were increased because of the 
low cost of many of the securities ac- 
quired from Milius, but this was more 
than offset by the discount at which 
the assets were acquired. 
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MASSACHUSETTS INVESTORS 
GROWTH Stock FUND 





Massachusetts Investors Trust 











Century Shares Trust 





CANADA GENERAL FUND 


LIMITED 





Tre 
Bond Fund 


OF BOSTON 





NEW YORK 
61 Broadway 





A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 
TANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


CHICAGO 
120 South LaSalle Street 








LOS ANGELES 
210 West Seventh Street 
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Acquisition of other smaller invesi- 
ment companies, usually in the personal 
holding company category, by larger 
established publicly held mutuals 
through an exchange of stock have not 
been uncommon in the last few years. 
In the Fall of 1956, Scudder Stevens 
and Clark Fund, with assets at that time 
of $57 million, acquired the $15.5 
Phillips Investment Co. whose portfolio 
it had hitherto been supervising. (T. & 
E., Sept. 1956, p. 826). All three mu- 
tuals supervised by Union Service Cor- 
poration—Broad Street Investing Corp., 
National Investors and Whitehall Fund 
—have likewise acquired other smaller 
self-contained portfolios over the last 
four years, Whitehall having acquired 
the assets of the publicly held Howe 
Plan Fund. In August 1954 the Lehman 
Corporation, representative closed-end 
investment company, similarly acquired 
through exchange of a stock a small 
personal holding company with assets 
approximating $2 million. 


Tabloid Format Used 
For Annual Report 

Television-Electronics Fund has_ in- 
augurated a new look in the annual re- 
porting of mutual funds with the publi- 
cation of its fiscal year-end statement in 
tabloid form. Devised by Paul Johnston, 
Director of Information, the twelve-page 
letter-size sheet is liberally illustrated 
with pictures of developments in the 
scientific field, including the Navy satel- 
lites, as well as the fund’s own officers, 
directors and advisory board members. 
The cover page, in addition, features an 
article describing the Fund’s present and 
long-range investment policy, the Presi- 
dent’s report to shareholders, and Notice 
of Dividend, the latter in a blue-bordered 
box. A third color, red, is also used 
throughout. 

The report is extremely attractive 
without detracting from its usefulness in 
furnishing necessary information. The 
Television management is to be con- 
gratulated on this pioneer reporting ap- 
proach in the mutual field. 


A BR 


COMMON TRUST FUND CORRECTION 


In the list of equity changes in Com- 
mon Trust Fund portfolios published on 
page 1106 of the November issue, figures 
for these companies should read as fol- 
lows: 


Company N S H 
McGraw Edison _.. 1 18 
Standard Oil— Indiana. 1 3 98 
Public Service Elec. & Gas 1 26 
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sili George Patnam Fund... —— 69.2 219.4 +194.3 3.26 2.58 7146.0 3.30 
ar Scudder Stevens & Clark Seren ee ee 97.4 80.9 216.5 7191.9 3.31 0.81 7148.6 3.16 
WeMEnINOn PUNE <n 105.2 75.0 230.3 209.3 3.23 3.23 154.7 3.22 
i RCE ere eN enn ere e —_— — 278.3 258.8 3.69 5.46 202.5 3.58 e@ 
Wisconsin Fund, Inc.***(c) - Pee — 65.1 314.2 283.2 3.68 4.78 180.6 3.41 
AVERAGE: BALANCED FUNDS 107.1 70.1 238.5 215.3 8.46 ' 2.95 154.0 3.37 
in- STOCK FUNDS 
| re- Affiliated Fund*** Cee ones ; nae ae — | 502 256.0 7245.3 3.68 3.20 7140.1 3.78 
ibli- Broad Street Investing Corp. 109.9 60.1 330.6 302.1 3.77 4.47 235.1 3.95 
. in Bullock Fund PER tae ae Head a 109.8 61.0 331.0 +294.4 2.92 2.75 +213.8 3.27 
| Delaware Fund : a “a —— 76.1 224.3 +204.8 3.31 4.10 +100.5 3.36 
ton, Diversified Investment Fund, Inc.*** (c) — — 226.8 +191.4 4.27 2.13 4148.7 4.33 e 
age Dividend Shares peer aie ee 109.0 62.1 264.9 240.7 3.29 3.46 179.4 3.38 
ated  “T Dreyfus Fund**** aes Sicsceite -_ —  Ss322 300.3 1.54 3.90 242.0 2.50 @ 
the Eaton & Howard Stock 107.1 | 62.7 402.9 351.8 2.53 1.61 293.9 2.76 
atel- Fidelity Fund : ae a 881.1 327.0 3.60 3.87 266.9 3.79 e@ 
Fundamental Investors - ; 105.2 | 64.8 437.0 375.5 3.02 3.57 301.7 3.45 
ers, Incorporated Investors __- ae 103.6 63.9 439.0 7343.4 2.72 4.60 7254.2 3.01 
ers. = Institutional Foundation Fund (c) - wee — — 256.3 7221.1 4,26 3.71 7150.3 3.84 @ 
s an Investment Co. of America __ Boh : — 69.0 331.3 7296.3 2.64 5.08 7180.5 2.86 
ani Knickerbocker Fund (c) _... — 59.8 146.3 134.5 3.61 3.84 71.8 3.15 
: Loomis-Sayles Mutual Fund (c) __. ees 72.4 74.2 246.5 235.6 3.21 4.40 139.2 3.01 
wal Massachusetts Investors Trust _... ae 110.7 50.7 356.8 +302.3 3.39 1.16 +273.8 3.68 
tice Mass. Investors Growth Stk. Fund — 114.2 57.4 400.8 +337.4 1.85 1.85 +254.7 2.19 
ered Mutual Investment Fund (c) 129.7 56.1 220.4 ¥195.8 2.89 2.64 7141.9 2.83 
ised National Investors EGE Eee aces anee — 60.7 446.3 389.1 2.42 5.13 287.8 2.67 
: National Securities — Income* ** (c) — 66.0 147.7 +122.2 5.23 4.25 + 92.0 5.10 e 
Selected American Shares —................-----------. 123.8 60.9 274.7 243.2 3.33 9.98 158.4 3.46 
‘tive : Sovereign Investors —-.- Sele tart ety : — 62.5 211.8 179.0 4.17 1.52 145.5 4.15 
6 in P State Street Investment Corp. 92.8 60.7 324.0 290.1 2.75 9.38 166.3 2.65 
The Wall Street Investing Corp. (a) — oo oo 363.5 322.0 3.16 1.32 296.8 3.29 e 
con- AVERAGE: STOCK. FUNDS 107.4 62.5 315.3 280.3 3.07 3.92 202.9 3.20 
ap- i 500 STOCK INDEX (Standard & Poor’s)n —. 107.5 59.8 398.2 334.0 — — oa oa 
- CONSUMER PRICE INDEX (B.L.S.)n __ — 99.7 203.2 — —_ _— — — 
| Base index number of 100 is the offering price on Dec. 30, 1939. 
. E COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents figure obtained by dividing such dividends accruing over 
. 3 dates indicated are added all capital distributions to such date and the re- the annual period ending with the stated date by the average of the twelve 
~ sultant sum is divided by the 1939 base offering price. month-end offering prices ending on the corresponding date. 
yom- ’ ; P ene CAPITAL GAIN DISTRIBUTION column (18) represents 
1 on A comes divided by = 1939 base — — oF ee eS ee cama aaa by any, from capital gains or ie no pane, Pag wag A 
ures ’ NCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
fol- 4 panies out of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those stock 
securities (excluding all capital distributions). or balanced funds in existence at the time. 
qf —New revised series adjusted to 1939 base. t—Adjustment for capital gains tax will be made in **Became Balanced Fund in 1945, 
! c)—Regrouping awaits new detailed classifications. revised index. ***Not included in balanced or stock average. 
13 a)—Does not reflect new acquisition cost. +Ex-dividend current month. ****Name changed from Nesbett Fund. 
t @Principal index begins after 1939 base date. Dreyfus now in stock grouping; New England in 
08 + balanced. 
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Gas distributors, industries and the consuming 
public have a common interest in being assured 
of a dependable future supply of natural gas. 


The growth in the use of natural gas has been 
tremendous; interstate natural gas pipelines 
are now transporting over 8 trillion cubic feet 
of natural gas annually and trillions more are 
consumed intrastate. 





Producers must search for and develop more 
than 12 trillion cubic feet of natural gas an- 
nually merely to maintain existing reserves of 
natural gas. Such a tremendous task requires 
proper incentives and freedom from burden- 
some Federal regulations. Congressional lead- 
ers, the Federal Power Commission and all 
branches of the natural gas industry — includ- 
ing the distributing companies — recognize this 
fact. 


i I a a a ie = EE a 
Pesennie legislation, which will accomplish this 
important objective, is the Nation’s best assur- 
ance of a continuing progressive natural gas 
industry. 








PANHANDLE EASTERN PIPE LINE COMPANY 


120 Broadway, New York 5, N. Y. 


Producer, processor, transporter, supplier of natural gas, 
serving industries and utilities in 12 states. 
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HE STAGE IS BEING SET IN WASHING- 
5 poe for a substantial revision of the 
national program for the development 
of the machines to generate power from 
nuclear fuels. 

The Atomic Industrial Forum, the 
association-type tent which covers nearly 
every organization in America inter- 
ested in atomic energy, initiated last 
month a series of conferences to try to 
find some solution to the problems fac- 
ing the unhappy nuclear power industry. 

The Joint Committee on Atomic En- 
ergy also met in what might be called 
“bull session” type hearings with repre- 
sentatives of government and private 
laboratories and equipment manufac- 
turers to work out some legislative for- 
mula to sustain the atomic power pro- 
gram. 

While the intensive discussions, both 
formal and informal, had their origins 
in the sobering, if not saddening, 
mass of cost data accumulated by indus- 
try, there is no question but that Sputnik 
was considered by many as much a 
needle and prod to atomic power devel- 
opment as to the American military de- 
velopment front in the technological cold 
war. 


Reappraisal 


One spokesman said Sputnik would 
provoke a “hardboiled reappraisal” of 
every aspect of the nation’s government- 
sponsored scientific work. He might even 
have said “agonizing reappraisal,” in 
the light of some of the changes in atti- 
tude reflected among engineers and 
managers active in the atomic field. 

The one fact emerging from these 
talks, and which will be fully in view 
when hearings get under way after the 
return of Congress, is the need of gov- 
ernment subsidy to “accelerate” the 
momentum of the U.S. atomic power 
development effort. 

Utility people who have shuddered for 
ears at the thought of federal subsidy 
f any kind for power generation are 
beginning to acknowledge the need for 
federal funds if the business of develop- 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


U. S. ATOM PROGRAM AT THE CROSSROADS 


EDWARD R. TRAPNELL 


Director, Nuclear Energy Division, Bozell & Jacobs. 


ing nuclear power machines is to 
progress in America faster than Amer- 
ica’s own power needs would dictate 
under normal conditions. The changes 
have been forced by conditions which 
are not normal by any standards of ex- 
perience and in an economic environ- 
ment subject to immense influences of 
a non-economic nature. 

The reappraisal goes beyond the mat- 
ter of government support of a develop- 
mental program — the appraisal applies 
to the program itself. People are not 
only asking how we should go about 
our atomic development but, in order to 
provoke analysis and decision, they are 
also asking why. 


What’s The Hurry? 


The how and why queries do not 
stem from any question about the ulti- 
mate need for nuclear fuels throughout 
the world, but only about the compul- 
sion to speed, and the degree of speed, 
in bringing about their utilization. 

The questions are coming from sources 
other than some of the coal producers, 
who were reported to be planning their 
own public relations campaign to re- 
duce, not increase, the amount of 


government spending for nuclear power 
development. 

The question of why we want to gen- 
erate power from the atom brings up 
the old story of Mrs. Lilienthal’s egg 
man. The wife of the first chairman of 
the U.S. Atomic Energy Commission, 
David E. Lilienthal, was told by her 
egg man in Norris, Tenn., during the 
war that he had been working at Oak 
Ridge and figured that whatever the 
government was going to make in the 
huge plant there, it would be cheaper to 
go out and buy it. 

There’s no question but that in Amer- 
ica and in all the rest of the world to- 
day, it is cheaper to make electricity any 
other way than it is by atomic energy. 
This may be true for a long time in 
America, regardless of the speed of de- 
velopment of nuclear power, but not so 
long in areas of the world already short 
of conventional fuels. 

America’s future energy needs would 
dictate a nuclear power development ef- 
fort at one speed. Energy needs in other 
parts of the world, assuming American 
industry can help meet those needs, 
would dictate a different speed of devel- 
opment. Competition for international 





Since your correspondent is giving up this monthly report in order to join the 











new International Atomic Energy Agency, headquartered at Vienna, Austria, he 
would like to quote a recent explanation of the purpose of the Agency as given by 
Sterling Cole, former Chairman of the Joint Committee on Atomic Energy of 
the U.S. Congress and co-author of the Atomic Energy Act of 1954, to the graduates 
of the International School of Nuclear Science and Engineering, operated also as a 
part of President Eisenhower's “Atoms for Peace” program at Argonne National 
Laboratory in Chicago: 


“It is the straightforward, realistic, and humanitarian concept that in the 
absence of a complete and totally effective system for the prevention of war, nations 
can still work together for their own welfare, at least in the single and constructive 
channel of development of the peacetime applications of atomic energy. 

“The eighty-four nations which have signed the treaty creating the new Inter- 
national Atomic Energy Agency have said, in effect, to themselves and to each other, 
these things: 

“First, that the promise of atomic energy for peace is greater than its potential 
for war; 

“Second, that the peacetime exploitation of atomic energy need not be stalled 
by the time-consuming complexities of preventing its use in war; 

“Third, that broad realization of the promise of the peaceful atom to many 
nations can most certainly remove many of the root causes of war, and, 

“Finally, that, working together instead of separately, nations can hasten the 
day of constructive application of atomic energy for the welfare of all men and 
for the social and economic health of all nations.” 
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prestige — whatever that is — would 
dictate still a higher speed. The real 
question should be: What rate of speed 
of development of nuclear power ma- 
chines in America makes sense? 


What Are We Trying to Do? 


The various conferees seemed to have 
difficulty in arriving at any decision as 
to how fast we should be trying to do 
something about nuclear power without 
first deciding what we are trying to do. 
The answer to this question should offer 
some guidance as to how fast we must 
do it, how much government participa- 
tion and support would be required, and 
how that participation should be ac- 
complished and exploited and how the 
support should be provided. 

Many of these conferees were in the 
forefront of the flag-waving parade 
which just a few years ago shouted 
about the glorious day of atomic power. 
Nobody asked then why atomic power. 
Everybody just wanted atomic power, 
including the highest officials of govern- 
ment. The electric utilities, spurred by 
the fear that if they didn’t provide 
atomic power the federal government 
would, embarked on a program stimu- 
lated in part by government assistance 
for “demonstration” projects. Some are 
now beginning to ask rudely, demonstra- 
tion of what? 

This observer believes the stewing and 
stirring will have a healthy outcome, 
even though the upcoming session of 
Congress is going to be a rough one. 
Politicians, spurred by Sputnik, indus- 
trialists singed by rising costs, and gov- 
ernment officials plagued by problems of 
planning and administration should still 
be able to work out what Rep. Carl Cur- 
ham, Chairman of the Joint Committee 
on Atomic Energy called “some means 

. better than the present pattern of 
ABC operations to assure efficient and 
effective application of government re- 
sources and private initiative.” 

Out of the discussions and arguments, 
the questions and the reappraisals, and 
out of the hearings and the debates 
should come a long needed definition 
of the objectives and goals of the U.S. 
atomic power development program. 
Once this is done, and we have a better 
understanding — on the part of the 
Congress, industry and the public — 
of just what the program is designed to 
accomplish, the subsidy questions should 
be answerable and might possibly be 
palatable, even to the utilities. 


Unavoidable Demands 


The realities of the world situation 
and the atom’s history — as well as the 








Vincent R. Fowler, Senior Vice Presi- 
dent of Bozell & Jacobs, Inc., has been in 
charge of the agency’s nuclear energy 
activities since formation of the division 
in 1952. Graduate of Indiana University 
with a degree in economics, he joined 
B. & J. in 1946 after working with sev- 
eral utility companies, and has eighteen 
years experience in the fields of electric 
power and natural gas economic informa- 
tion and publicity. 

As announced in these columns last 
month, Mr. Fowler will prepare these 
Reports during Mr. Trapnell’s service in 
Vienna on the staff of the International 








Atomic Energy Agency. 








atom’s contribution to the world situa- 
tion — impose demands on the United 
States which are unavoidable and which 
determine the nature of the U.S. pro- 
gram for atomic power development. 
This nation naturally must prepare de- 
liberately and progressively for its own 
future energy needs. But, in addition, 
America must prepare promptly and ef- 
fectively to assist her friends who need 
nuclear fuels now. Finally — but who 
can say how much to spend — America 
must preserve and strengthen her posi- 
tion of technological and _ productive 
capability in order to hold her place in 
a sorely divided world. 

The national program for nuclear 
power development must have goals and 
objectives determined and ileal in 
accordance with these demands, and 
have developmental projects designed 
and selected to attain such goals. 

It is clear that industry cannot sus- 
tain even the level of expenditure al- 
ready initiated long enough to accom- 
plish the unclearly defined objectives of 
the present program. 

It is equally clear that Congress is 
going to clamor for a speed-up in the 
rate of development in order to meet 
real or fancied requirements for greater 
progress in the utilization of nuclear 
fuels. 

It is far less clear, but unquestionably 
true, that the nature of the government 
direction and support of an accelerated 
or expanded program of nuclear power 
development can have a profound effect 
upon the economic health and future 
effectiveness of the power industry and 
all its parts, from the small supplier to 
ihe largest utility. 

The question as to whether the U.S. 
is going to mount an even more inten- 
sive atomic power development may well 
be lost in the shuffle. The questions 
which remain are how, and how much? 
The Nation’s political leaders reflect a 
feeling that the eyes of the world are 
upon America and they don’t want our 
effort to be too little or too late. 
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WHAT’S HAPPENING AT GOODYEAR—NO. 12 OF A SERIES 


NEW HORIZONS for the Nation’s Airships 
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Giant Airborne Radar Antenna Gives 
Vital New Use to GOODYEAR- built Airships 


The U. S. Navy’s new all-weather ZPG-2W airship 
is built by Goodyear Aircraft Corporation to house 
history’s largest airborne radar antenna. The airship 
is the only aerial sentry which can lift and support 
such massive search-radar equipment. Its huge 
helium-filled envelope allows the radar’s revolving 
eye to probe the sky unhampered by metallic inter- 
ference. 


This important role in the Continental Air Defense 
Command opens new horizons for airships built by 
Goodyear Aircraft—a major step which will expand 
the effectiveness, scope and dependability of our 
defense network. 


Besides its famous airships, and other aviation 
and aircraft products, Goodyear is also pre-eminent 
in the manufacture of tires . . . industrial rubber 
goods ... foam products . . . films and flooring . . . 
shoe products . . . metal products . . . chemicals, and 
many other fine products to meet the expanding 
needs of today’s world-wide markets. 


TODAY... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Watch ‘‘Goodyear Theater’’ on TV—every other Monday 9:30 P.M., EST. 
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Many of the so-called “growth companies” 
achieved this greatly-to-be-desired designa- 
tion by building up per share earnings 
through rapid expansion of physical facili- 
ties. While financed generally by earnings in 
the form of depreciation set-asides and re- 
tained net income, some growth companies 
increased their outstanding long term debt 
to finance capital investment. The accom- 
panying increases in current assets needed 
to operate the expanded physical facilities 
also involved debt financing and the build- 
up of fixed charges for interest and debt 
extinguishment. Many growth companies 
have a high degree of “leverage” in their 
capital structures. They have been heavily 
“trading on their equity” for the benefit of 
increasing per share earnings on their com- 
mon stock. 

The most generally understood form of 
leverage is that which involves financing 
long term capital needs with securities car- 
rying a stated annual payment rate. How- 
ever, the most prevalent form of leverage 
is that provided by inflexible operating 
costs. It is generally conceded that “break 
even” points have risen for most companies, 
particularly companies that have made large 
additions to physical plant. 

Earnings of many growth companies have 
already shown their vulnerability to a very 
moderate decline in sales. 

The fundamental investment principle 
that “the reward tends to be proportionate 
to the risk” will be validated again by 
more and more growth companies that dur- 
ing a period of continuous business expan- 
sion conveyed the notion to some investors 
that large capital gains (unrealized in many 
cases) were achieved without proportionate 
risk. Growth companies are likely to show 
a greater “propensity to earnings decline” 
during a period of contracting business than 
some companies which registered a laggard 
rate growth when the level of business activ- 
ity was rising. 

Stability of earning power, with the at- 
tendant limitations that this investment char- 
acteristic may impose on growth, may again 
be sought by investors who were prone to 
overlook ihe fact ihat a meagre dividend 
pay-out may not be offset at all times by a 
rise in market value of ihe holding. 





CLARK EQUIPMENT CO. 
By GEorcE SPATTA, president 

Lower estimates of sales and earnings 
resulting primarily from the month of 
strike at the company’s Jackson, Mich. 
plant indicate 1957 net of about $8 mil- 
lion on sales of $145 million. Mid-sum- 
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MANAGEMENT SPEAKS... 


Abstracts ard quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 


Contributing Editor 


mer estimates forecast a net of $9 mil- 
lion for all of 1957 which would have 
compared favorably with the $9.4 mil- 
lion reported for 1956. 

Sales of construction machinery were 
10% ahead for the nine months. A new 
line of heavy road building equipment 
is expected to add at least $10 million 
to sales in 1958. 

St. Louis Society, Nov. 18. 


H. J. HEINZ CO. 
FRANK B. CLIFFE, vice president and 
secretary 


Over 70% of the company’s 1956 net 
came from operations in Australia, Eng- 
land, and Canada. Higher profitability 
of these British Commonwealth areas re- 
sults in part from distinctive product 
superiority over local competition. New 
plant near Liverpool, England, now un- 
der construction at an outlay of $15 mil- 
lion ,will double production in the Brit- 
ish Isles by spring 1958; 70 acres ad- 
joining Heinz’s plant at Leamington, 
Ont. have been acquired for future 
growth. 

Entire capital expansion of $50 mil- 
lion, started in 1953, will be completed 
by 1959. Company has strained its cash 
position to provide financing but “we 
do see daylight appearing in another 
year or two.” Major additions have been 
made to the main plant at Pittsburgh 
and to the Canadian plant. The new $7 
million research center at Pittsburgh 
will be in use in early 1958. 

Company’s dividend policy entails 
cash distribution of about 50% of 
domestic earnings plus all earnings re- 
ceived as cash dividends from subsidi- 
aries with due regard to the desirability 
of maintaining regular payments. 

Earnings for the first half of the cur- 
rent year are expected to equal the $3.20 
a share earned in the corresponding 
period of last year. 

New York Society, Oct. 31. 


JONES & LAUGHLIN STEEL CORP. 
Avery C. ADAMs, president 


This 104-year old steel producer “is 
in the most exciting period of its long 


history, not because sales and income 
during the first nine months of this year 
broke all records, but because we are 
bringing more new equipment on 
stream this year than at any time in his. 
tory.” Specifically enumerated were the 
two largest oxygen steelmaking furnaces 
in the world installed at Aliquippa, Pa. 
at a cost of $11 million: a $36 million 
hot strip mill at the same plant; a $17 
million blooming mill at Cleveland along 
with a $20 million cold reducing mill 
to provide the fastest sheet mill in the 
industry. 

Diversification was extended by entry 
into stainless steel and specialty strip 
steel. 

Ingot capacity at the beginning of 
1958 will total 7.5 million tons compared 
with 6.6 million tons at the start of 1957. 

Forecast for 1957 are sales of $870 
million, net of $48.7 million and _ per 
share earnings of $6.25. 

If the steel industry reaches the ingot 
production of 115 million net tons fore- 
cast for 1958, J&L may be expected to 
show higher earnings than will be re- 
ported for 1957. 

New York Society, Nov. 6. 


PACIFIC GAS AND ELECTRIC CO. 
K. C. CHRISTENSEN, treasurer 


The major areas of Northern and Cen- 
tral California served by the company 
reflect the State’s annual population 
growth of about 500,000. Industrializa- 
tion has accompanied the population 
growth to correct over-dependence on 
agriculture and related processing which 
historically was the mainstay of these 
areas. 

The exact effect of rate increases 
pending and recently allowed have not 
been estimated in relation to 1958 earn- 
ings. For the 12 months ended Sept. 30, 
1957, per share earnings on the com- 
mon stock were $3.32. “In the absence 
of rate relief during the period, and con- 
sidering the magnitude of the increases 
in costs that we have had to absorb, we 
believe we have done quite well to hold 
earnings to that level. The overall rate 
of return earned on investment was wl 
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below that which we should have and 
to which we are reasonably entitled. 
Some rate relief will become effective 
this quarter and additional rate proceed- 
ings have been instituted ..... 


New York Society, Nov. 4. 


PARKE, DAVIS & CO. 
Henry J. Loynp, president 


Company has budgeted capital expen- 
ditures of $28 million for the next five 
years; the major allocation of the ap- 
propriation is for the $10 million Medi- 
cal Research Center at Ann Arbor, 
Mich. to be completed by the summer of 
1959. When in these new facilities an- 
nual research expenditures will rise to 
$8 million from the present level of $6.5 
million. 


40% of current research goes into 
antibiotics and_ synthetic chemicals. 
Laboratory scientists screened over 


34,000 potential anti-biotics in 1956 and 
about 8,000 synthetics with anti-bacter- 
ial action. Other research areas included 
virus-caused infections, cardiovascular 
and renal diseases, geriatrics and men- 
tal health. The greatest research ad- 
vances have been made in combatting 
virus-caused diseases like measles, res- 
piratory ailments and hepatitis. 

Facilities will be expanded in Brazil, 
India, South Africa, Belgium, Italy, and 
Colombia. Foreign business is expected 
to grow at a more rapid rate than 
domestic over the next ten years. 

All-time records in both sales and net 
income are forecast for the current year. 
Net income for the nine months totaled 
$17.2 million compared with $17.6 mil- 
lion for all 1956. 

Detroit Society, Nov. 6. 


REACTION MOTORS, INC. 


Henry H. MicuHaeE ts, Jr., 
president 


senior vice 


Increases in sales result primarily 
from increases in outstanding cost-plus- 
fixed-fee contracts and are not reflected 
in net profits. Fees remain the same in 
spite of the increases. The company 
works entirely on this basis as it is con- 
ducting pioneering projects in rocket 
development. Per share earnings for 
1957 will reach a maximum of $1.50 on 
billings of $24 million compared with 
reported earnings for 1956 of $1.43 a 
share on a volume of about $16 million. 

Present forecasts point to production 
contracts in 1959, with higher rates of 
return than afforded by present develop- 
ment contracts. 

Earnings and depreciation set-asides 
vill continue to be reinvested in the ex- 
pansion of operations and facilities. No 
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dividends have been paid. Annual sales 
increases of 50% are expected in each 
of the next few years. 


New York Society, Nov. 12. 


RHEEM MANUFACTURING CO. 
A. Ligutroot WALKER, president 


Substantial improvement in all areas 
has been achieved. Earnings for the first 
nine months were $2.2 million compared 
with a loss for 1956 of almost $16 mil- 
lion before tax credits; short term loans 
have been reduced to $16.5 million at 
September 30 compared with $36.5 mil- 





lion at the end of 1956; interest and 
overhead costs, including salaries, were 
cut $2 million annually; inventories are 
down 22% from a year ago; current 
ratio has been raised to 1.8 to 1 com- 
pared to 1.4 to 1. 

Capital expenditures for 1957 will to- 
tal $2.9 million, about $600,000 less 
than depreciation set asides. Capital out- 
lays in 1956 were $6.7 million. 

Foreign sales are expected to reach 
$35 million through subsidiaries and 
afhliates in addition to $192 million do- 
mestic sales projected for all of 1957. 

New York Society, Nov. 18. 
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UNITED FRUIT 
COMPANY 







234th 


Consecutive 


Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared, 
payable January 15, 1958, to share- 
holders of record Dec. 6, 1957. 
EMERY N. LEONARD 
Secretary and Treasurer 
orem. Mass., November 18, 1957 a 

















GENERAL 
PORTLAND 
CEMENT 
COMPANY 





COMMON 
STOCK 
DIVIDEND 


The Board of Directors of General 
Portland Cement Company has this 
day declared a dividend upon its 
Common Stock of 45 cents per 
share with respect to the quarter 
ending December 31, 1957, and a 
further year-end dividend of 50 
cents per share, both payable De- 
cember 13, 1957 to stockholders of 
record at the close of business on 
November 29, 1957. The stock 
transfer books will remain open. 

HOWARD MILLER, 


Treasurer 





L November 14, 1957 




















—B) 232nd 


CONSECUTIVE CASH DIVIDEND 


A dividend of twenty- 
five cents ($.25) a share 
has been declared upon 
the stock of BuRROUGHS 
CORPORATION, payable 
January 20, 1958, to 
shareholders of record 
at the close of business 
December 27, 1957. 


SHELDON F. HALL, 
Vice President 
and Secretary 


Detroit, Michigan, 
November 20, 1957 


Burroughs 
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California Trustmen Scan 
Investment Horizon 


The Fall Trust Investments Conference 
of the California Bankers Association, 
held in Los Angeles in early November, 
was marked by a conservative to bearish 
viewpoint on the near term and inter- 
mediate outlook, tempered by faith in 
the long-term future of the country. The 
morning session heard a discussion by 
Olavi Silvonen, vice president, Irving 
Trust Co., New York City, of the invest- 
ment principles implicit in trustee man- 
agement of money. The trustee, said Mr. 
Silvonen, must not be swayed by pass- 
ing considerations but must look to the 
long view in serving his beneficiaries, 
with decisions based solidly upon facts. 
While declining to appraise the extent 
or possible duration of current adverse 
factors in the business picture. he reiter- 
ated his confidence in its underlying 
strength. 

Appraisal of growth industries is a 
subject close to investment men and the 
factors which influence this group were 
analyzed by Charles P. Neidig, partner 
of White, Weld & Co., Philadelphia. 
First of all, it is necessary to study the 
industry, determine its relative degree of 
maturity, ascertain whether its success 
is dependent upon a single or multiple 
products, and appraise the ease of en- 
trance for new competitors, based upon 
whether capital or technical know-how 
is the prime ingredient. Then, said Mr. 
Neidig, one must evaluate the tangible 
factors affecting growth, past and future. 
Is the principal element of the present 
industry status one which will reason- 
ably continue to produce better than 








average profits and growth or are there 
other forces which will influence for 
good or ill? On the intangible side, the 
presence or absence of glamor products 
should be considered, also the calibre of 
management and the closest possible ap- 
proach to actual research expenditures 
and their profit potential. As in the de- 
preciation account, research can cover 
a broad range of expenditure, hence the 
importance of trying to get close figures. 


The afternoon session consisted of re. 
marks on diverse topics by four panel- 
ists, with George H. Klump, assistant 
trust investment officer of Security-First 
National Bank of Los Angeles, acting as 
moderator. Frank M. Kaufman, trust in- 
vestment officer of the County National 
Bank and Trust Co., Santa Barbara, ab- 
sent because of illness, expressed the 
opinion that stock prices would probably 
decline before registering marked im- 
provement. George H. Hopiak, assistant 
vice president, Wells Fargo Bank, San 
Francisco, reported that the Financial 
Analysts Forum held in Wisconsin last 
August reflected a less than optimistic 
picture of the immediate economic out- 
look. In the field of “growth” stocks, 
Philip G. Markwart, assistant vice presi- 
dent, Crocker Anglo National Bank, San 
Francisco, pointed out the need to dis- 
tinguish between actual growth and mere 
price appreciation. Price and earnings 
require thorough analysis at any time 
but especially now because, in his opin- 
ion, the growth rate of certain companies 
may well have a tendency to slow down 
over the next five to ten years. 

Harry L. Hall, vice president, First 
National Trust and Savings Bank of San 
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FOR TAX-EXEMPT 
FOUNDATIONS 


We prepare and distribute periodically an informative invest- 
ment letter for those responsible for the administration of the 
funds of tax-exempt foundations, 


These letters are not discussions of the market; neither do 
they discuss, or recommend, specific securities. Rather, they 
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understood but important factors bearing on the particular 
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Diego, summarized observations based 
upon a recent trip across the United 
States by Louis J. Rice, Jr., vice presi- 
dent of his institution’s investment de- 
partment. The consensus of investment 
sources expressed some concern over 
deteriorating business indices and 
doubts as to the efficacy of Federal Re- 
serve monetary measures to counteract 
a sagging economy. Greater attention is 
being paid to P/E ratios, especially in 
the “growth” group, and defensive 
equities are being increasingly em- 
ployed, with special emphasis upon fire 
and casualty insurance stocks with bet- 
ter than average underwriting perform- 
ance during recent years. 


A Rh A 


First Pennsylvania Divides 
Common Trust Fund 


The Discretionary Common _ Trust 
Fund of First Pennsylvania Banking & 
Trust Co., Philadelphia, will be split in- 
to two separate funds as of December 
31, 1957. One will be a Bond and Pre- 
ferred Stock Fund and the other a Com- 
mon Stock Fund. Under a special ruling 
of the Internal Revenue Service this split 
will be non-taxable. 

The change will make possible greater 
flexibility in the proportions of fixed in- 
come securities and equities held by par- 
ticipating trusts. Co-trustees not approv- 
ing of the change were given until De- 
cember 21 to file written objection, in 
which event the participation of the 
represented trust is to be withdrawn 
from the Fund. 








“The Three Bums” in a skit entitled “Re- 
serves Reserve Reserved” presented at the 
recent 1957 Financial Follies — an evening 
of lampooning the guests and others, spon- 
sored by the New York Financial Writers 
Association. Wall Street kidded itself with 
a song by customers’ men: “Gwine to trade 
al! night; Gwine to trade all day; Don’t put 
your money on de Blue Chip Stock; Never 
get rich that way.” The Association has pre- 
sented the Follies every year since its found- 
ing in 1938 except for the war years. The 
Three “Bums” are: Harold Spencer Taylor 
f Tex McCrary, Inc.; David Steinberg of 
the Herald Tribune; and William A. Doyle, 
Jr., of the World Telegram & Sun. 
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MEMOS 
(Continued from page 1199) 


restricted only by the ability of man- 
agement, particularly their ability to ob- 
tain large quantities of raw material, 
which is money in this industry. 


The large automobile financing com- 
panies have first rate managements and 
they are the first to admit this shift in 
the future growth trend. They are doing 
everything possible to ensure a_ better 
rate of growth than the automobile in- 
dustry by making a determined effort 
to enter into new fields and by invent- 


ing ingenious new ways of persuading 
the population to go into debt. 

Common shares of finance companies 
offer a combination of high yield and 
gradual growth possibilities. The yield 
on the leading companies ranges from 
3.9% up to 7.1%, and the average price- 
earnings ratio is below ten. All insti- 
tutional accounts should give careful 
consideration to inclusion of a repre- 
sentative selection of finance company 
stocks in their portfolios. 


Douc.tas J. M. GRAHAM 
R. W. PRESSPRICH & CO. 

















WHY DO TRUST OFFICERS 


consult KIDDER, PEABODY & Co.? 


. « - BECAUSE, as securities brokers, dealers, underwriters and 
consultants, we are able to meet their specific, individual 
requirements. 


. - » BECAUSE we have more than 90 years of experience in 
serving institutional and individual investors. 


..- AND BECAUSE of our network of offices and correspond- 
ents in 30 cities all over the nation. 


We welcome the opportunity to serve you. 


KIDDER, PEABODY & Co. 
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Members New York and American Stock Exchanges 
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Diversify . 


Cut costs on pension plans 






HE IDEA still applies: “‘Don’t put all 
ype eggs in one basket.” In pension 
and retirement plans, nothing could be 
more true. 


Properly chosen, common and pre- 
ferred stocks combined with other types 
of investments can bring higher earnings 
with reduced costs. 


At The First our Trust Department 
builds flexibility into retirement fund in- 


The First National Bank of Chicago 


PROFITS 
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Race g eaters, ce ea Sak 
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vestments. The result is hard working 
dollars for pension funds. Such a pro- 
gram can also add real value to a profit- 
sharing plan. 


A brief conference may give you a 
fresh outlook on investment trusts . . . 
and we're ready to talk specifically when 
you are. What about today? 


The Trust Department 


Dearborn, Monroe & Clark Streets * Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statisics, Yale University 


PENSION PLANS IN NEW YORK STATE 


O ONE INTERESTED IN PENSION 
N plans, whether as a “consumer,” an 
administrator or an adviser, can afford 
to be without a copy of Pensions: 
Larger Plans in New York State.* For 
this book gives particulars of nearly 
every pension plan (salaries or hourly) 
in New York state that covers 1,500 or 
more employees. 


Besides the 120 pages summarizing 
the benefit and financing procedure of 
each of the 290 plans covered, the book- 
let contains 22 pages of introductory 
material digesting and comparing these 
individual plans’ main features. In read- 
ing this material it is important to re- 
member that the “average” plan lags 
behind in its adoption of new trends. 
This is because there is a tendency to 
defer adoption of an amendment until 
circumstances force a company to do so. 
For this reason, it is not too easy to 
“see the wood for the trees” in the 
nine summary tables. 


This warning may be illustrated by 
referring to Table 9 — the “amount 
of monthly benefits at age 65 under 
larger pension plans.” It is there shown 
that after 30 years of service the $350 
a month employee may receive a com- 
pany pension of anywhere from less than 
$25 (four companies out of 2827) up 
to nearly $250 (one company) with the 
median falling at $72 and a large con- 
centration (96 companies) between $50 
and $74. However, as the report says: 
“Many recently amended [single-em- 
ployer bargained] plans now provide a 
monthly benefit equal to $2 to $2.50 a 
month times the number of years of 
service, in addition to Social Security.” 
This would indicate a much closer 
binching of benefits between the $60 to 
55 limits for new non-contributory 
pians than might be read into the fore- 
going wide range of dollar benefits. 





*N. Y. Dept. of Labor, January, 1957, $1. 


‘8 companies were excluded because benefits 
commenced after January 1, 1957. 
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The study mentions that nearly 214 
million employees were covered in New 
York state at the beginning of this year 
by private pension plans. About 1%4 
million of these are included in the 
plans reviewed in the study. A sensible 
distinction is made between single-em- 
ployer non-bargained plan (109), sin- 
gle-employer bargained plans (76), and 
multi-employer bargained plans (105). 
In the first category 14 plans covered 
salaried employees only, but it is un- 
wise to draw conclusions from _ this 
since a number of firms with more than 
1500 hourly employees may have had 
less than 1,500 salaried employees cov- 
ered by a plan that woold not be in- 
cluded in this work. 


Although one-quarter of the 290 plans 
are “contributor,” such a broad statis- 
tic obscures the fact that only two of 
the multi-employer, but half the non- 
bargained single-employer plans, call for 
employee contributions. It also says 
nothing about the proportion of new 
plans that are “contributor” — and let 
us remember that it is very difficult 
satisfactorily to amend a “contribu- 
tory” plan to a non-contributor basis. 

Two-thirds of the plans were trust- 
funded, one-sixth were insured, one- 
eighth were “mixed,” and _ one-twen- 
tieth were pay-as-you-go. Note that this 
low proportion of insured plans applies 
only to plans covering more than 1,500 
employees in New York state. Large out- 
of-state plans and smaller plans every- 
where are still largely insured. 


The introduction to the study also dis- 
cusses entrance requirement (including 
minimum and maximum ages), rules for 
normal and compulsory retirement and 
the benefits available before normal re- 
tirement. Although we are told that pen- 
sions are paid to disabled employees in 
two-thirds of the plans, no analysis is 
made of how many plans provide “actu- 
arially reduced” pensions on disability 
retirement. The effect of such “actuarial 
reductions” is usually to reduce the dis- 


ability pension to a pittance and, in our 
opinion, is unjustified. How can one 
apply “healthy life” reduction factors to 
a disabled employee whose prospects of 
survival are very dim. 

The author (Winston Dancis) has 
conveniently arranged the analysis of 
the individual pension plans in substan- 
tially the same form as that used by 
Bankers Trust Co. in its 1956 study 
(August, 1956, issue of this column). 


New Text on Profit-Sharing 


The National Association of Bank 
Auditors and Comptrollers* has just 
published a really excellent 32-page 
brochure entitled: An Introduction to 
Profit Sharing. This monograph, appar- 
ently written by several members of 
the 8-member Personnel Administration 
Commission listed on its p. iii, has the 
expressed purpose of giving “the ex- 
excutive officers of medium size and 
small banks enough knowledge of the 
subject to enable them to determine 
whether a profit sharing plan might be 
desirable for their institutions.” Never- 
theless, in the opinion of this writer this 
brochure constitutes just about the best 
discussion of the pros and cons of profit- 
sharing for businesses generally that ex- 
ists anywhere. 


The ten chapters into which the 
brdchure is divided constitute a model 
of apt development. After a “section” — 
the authors are too modest to use the 
word “chapter” — defining what profit- 
sharing is and what it is not, the phil- 
osophy and objectives of profit-sharing 
ase briefly and clearly described. Then 
follow two sections reviewing the “es- 
sentials to successful profit sharing” and 
the various types of plans available 
(cash, deferred, combination, and 
thrift). Sections VI and VII then out- 
line the possible choice available in plan 
and trust provisions, respectively, while 


Section VIII provides details of 25 


*38 South Dearborn Street, Chicago 3. 
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varied, sample actual plans of banks. 
The final two sections outline the Com- 
mission’s recommendations to employers 
desiring to establish a_ profit-sharing 
plan, and provide a bibliography. 


Early Retirement “With Company 
Consent” 


A sentence tucked away in the Treas- 
ury’s general compilation of rules and 
regulations applicable to the qualifica- 
tion of pension and profit-sharing plans 
(Rev. Rul. 57-163) has caused quite a 
flutter in the dovecotes. This sentence 
reads: “Any reasonable optional early 
retirement age will generally be accept- 
able provided that, if the employer’s 
consent is required, the value of the 
early retirement benefits does not ex- 
ceed the value of the employee’s vested 
benefits at that time.” We interpret this 
to mean that the only modification of 
a pre-existing vested right that can be 
made subject to the “employer’s con- 
sent” is in the mode of payment of this 
right (e.g., in the form of an actuarially- 
reduced, immediate pension instead of 
a pension deferred to age 65). 

This specific requirement for the ap- 
proval of “early retirement” provisions 
is completely new. It is also at variance 
with the practice of Treasury agents 


during many years of qualifying pen- 
sion plans. However, we understand 
the local offices are “wised up” to its 
existence and are requiring all existing 
plans to comply with it. 

The stipulation of “employer’s con- 
sent” for special early retirement bene- 
fits is a well-established practice in pen- 
sion plans. For example, it exists in 
many union-negotiated plans including 
those of General Motors, Monsanto and 
Douglas Aircraft — to mention but 
three. And it seems to have been fairly 
general practice to use this provision in 
the “individual policy” insured plans — 
and there are 13,500 of these! We fore- 
cast that the sentence quoted from Rev. 
Rul. 57-163 is going to be a headache 
to many employers and local Revenue 
offices during 1958 — unless the Treas- 
ury backwaters! 


Self-Employed Pensions in Canada 


At a recent meeting of the Canadian 
Association of Actuaries, Mr. L. E. Cow- 
ard of William Mercers Ltd. said that 
eight trust companies in Canada were 
announcing the creation of funds for the 
investment of tax-deductible pension 
contributions from the self-employed 
under Canada’s new law. At retirement 
age the individual’s share of the fund — 





which in one trust company is guaran- 
teed as to capital and minimum interest 
rate — is used to purchase an immedi- 
ate life annuity from an insurance com- 
pany or from the Government itself. The 
yield on these funds is between 4% and 
6% and there are growth possibilities, 
The expense deduction for the trustee's 
management is sometimes less than 34% 
of the fund each year. 


Incorrect Nomenclature 


In the October issue of this column, 
attention was drawn to the generally- 
used but misleading expression “trusteed 
pension plan.” The layman naturally 
lumps the 13,500 “individual insurance 
policy” plans with the other “trusteed” 
plans since the policies are usually held 
in the vaults of a trust company. 

Mr. Charles G. Young, Jr., senior vice 
president and trust officer of the City 
National Bank and Trust Co. of Kansas 
City, Mo., writes suggesting that plans, 
the trust funds of which are invested by 
should be called “uninsured 
trusteed pension plans,” leaving the “in- 
dividual policy” type of plan to be 
designated as “insured trusteed pension 
plan.” This terminology would certainly 
prevent the type of misunderstanding 
that is so common today. 


trustees, 











NATIONAL BANK 


Serving Georgians Since 1894 as 

EXECUTOR T 
TRUSTEE RUST 
ADMINISTRATOR ComPANY 
GUARDIAN or GEORGIA 
AGENT ATLANTA 
“2 Oi G, . . 
Georgias Largest Swst Institution 
AFFILIATED BANKS 
Augusta: THE FIRST NATIONAL BANK Savannah: THE LIBERTY NATIONAL BANK 
& TRUST COMPANY & TRUST COMPANY 
Columbus: THE FOURTH Macon: THE FIRST NATIONAL BANK Rome: THE FIRST 
NATIONAL BANK & TRUST COMPANY 
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Estate Planning Council 
Activities 

Southern Arizona — The October 21 
meeting in Tucson heard James F. Pow- 
ers, Esq., of Phoenix on “The Use of 
Disputed Tax Devices in Estate Plan- 
ning” . .. The Council sponsored an 
Estate Planners Day at the University 
of Arizona, Tucson, on November 15, 
sponsoring a panel that included: Dr. 
James J. Lenoir, Professor of Law, Uni- 
versity of Arizona (moderator) ; Joseph 
T. Melezer, Jr., Phoenix attorney; Dixon 
Fagerberg, Jr., Phoenix accountant; 
William P. Pyper, C.L.U., Phoenix life 
underwriter; and Robert D. Walker. 
vice president, Valley National Bank, 
Phoenix. The morning session featured 
an address by Mr. Melczer on various 
phases of estate planning, followed by 
comments from the other panel mem- 
bers. In the afternoon the panel dis- 
cussed, and offered a solution for, a 
typical estate planning problem. A gen- 
eral discussion of the panel’s solution 
concluded the session. 

San Francisco — On September 25 
the new California legislation affecting 
estates and trusts was presented by 
Brent Abe! and Elster Haile, attorneys. 
On November 20, the second quarterly 
meeting, “Business Life Insurance” was 


discussed by John W. Carrothers, C.P.A., 


Richard G. P. Mauss, C.L.U.. and Max 
Weingarten, attorney. 
Connecticut — Officers for the 1957- 


58 season are: Pres.—Herbert P. Karls- 
ruher, New York Life Insurance Co.. 
New York; Vice Pres.—Joseph Valen- 
tine, vice president and trust officer, 
Bristol Bank & Trust Co.; Sec.—Walter 
H. Clapp, trust officer, Union & New 
Haven Trust Co.; Treas.—Frank S. 
Brainard, Mutual Benefit Life Insurance 
Co., New Haven. 


New Haven—‘Planning for Estate 
\dministration” (How to make life eas- 
ier for the executor) was discussed at 
the November 12 meeting by Charles J. 
Parker, attorney, and William B. Gum- 
bart, Jr., assistant trust officer, First 
‘New Haven National Bank. 

Central Florida — “Valuation in Buy 
and Sell Agreements” was the subject of 
a panel discussion at the November 21 
meeting. Panel members were: Sidney 
Ward, attorney; Morgan W. Price, Jr., 
vice president and trust officer, Central 
‘itle & Trust Co., Orlando; Robert F. 
Stonerock, C.P.A.; and John F. Martin, 
ife underwriter. 

East Coast, Florida—“The Use of 
Short Term Trusts in Estate Planning” 
was discussed on November 14 by 
George De Carion, Miami attorney. Of- 
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ficers for the current season are: Pres.— 
Claude Moore, Metropolitan Life Insur- 
ance Co., West Palm Beach; Ist Vice 
Pres.—Wilbur Cook, attorney, West 
Palm Beach; 2nd Vice Pres.—Wyckoff 
Myers, trust officer, First National Bank, 
Palm Beach; Sec.-Treas.—John Kirkton, 
C.P.A., West Palm Beach. 

Hawaii—“Money and Motivation” 
was discussed on November 13 by Hal 
L. Nutt, C.L.U. and Arthur F. Priebe, 
C.L.U. Their remarks included observa- 
tions on the latest law and practices on 
Buy-Sell Agreements, pension and profit- 
sharing funds, and business insurance. 

Chicago—On October 16 William K. 
Stevens, trust officer, First National 
Bank, spoke on “Attribution, or When 
Can You Be Taxed On Income You 
Don’t Get?” 

Indianapolis — On November 21 a 
panel discussed “What can you tell about 
a business from its balance sheet?” The 
panel consisted of Harlan B. Livengood, 
James L. Walker, Paule E. Nonte and 
William G. Ward. 

Des Moines — The November 4 pro- 
gram was presented by Judge Dring D. 
Needham. 

Boston — On October 14 Thomas M. 
Joyce, general counsel for the Massa- 
chusetts Bankers Association, spoke on 
“The Case for Private Enterprise.” 


St. Louis — On November 5 Stuart 
White, accountant, spoke on “Income, 
Estate Tax Savings Through Use of 
Trusts and Other Devices.” 

Charlotte, N. C. — Henry Brandis, 
Jr., dean of University of North Caro- 
lina Law School, spoke on November 4. 

Cleveland — On October 9 Joseph E. 
Contois spoke on “The Most for your 
Money in Property and Casualty Insur- 
ance.” 

Dayton—On November 12 W.. T. 
Hackett, vice president and trust officer, 
Huntington National Bank, Columbus, 
Ohio, spoke on “How to Enforce Team- 
work.” 


Pittsburgh — On November 4 Jerome 
C. Bachrach, attorney and C.P.A., dis- 
cussed “Recent Decisions Affecting In- 
sured Stock Retirement Agreements.” 

Nashville—Life Insurance and Trust 
Council has changed its name to Estate 
Planning Council and voted to admit at- 
torneys and certified public accountants. 


Madison, Wis. — On November 4 
“Unraveling the Fringes” was discussed 
by a panel moderated by John White 
and including Jack Whiffen, C.L.U.; 
A. R. Jones, vice president and trust of- 
ficer, Bank of Madison; John Lawton, 
attorney; and Harvey T. Wolberg of the 
State Insurance Department. 
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Investment Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 


Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 
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RETIREMENT TRUSTS 


A Challenge to the Smaller Trust Departments 


ROBERT S. SWAIM 


Vice President, The First National Bank of Chicago 


F I WERE GOING TO DECIDE WHETHER 
] to enter the field of retirement trust 
administration, there are three questions 
that I would want to answer: 


First: Is there a legitimate demand 


for the service in my com- 
munity? 

Second: Can my bank 

service? and 

Third: Will it be profitable? 

The demand, whatever it is, is a legiti- 
mate demand. Certainly, an employee 
who is a member of a small group is 
just as much entitled to the protection of 
retirement benefits as one who works for 
a large company. And the employer of 
a relatively small company finds it just 
as hard to attract and retain competent 
personnel without offering these col- 
lateral benefits as a large employer does. 
Your knowledge of your own community 
will tell you whether that need exists. 


render the 


Qualified to Serve? 


While the administration 
pension or profit sharing trusts presents 
some rather technical problems, particu- 
larly in tax law and the requirements 
for a continued tax exempt status, the 
whole field of trust administration is just 
one tough problem after another, and 
we would not be in this profession if we 
were not willing to master the techni- 
calities of our trade. While a pension 
trust is garbed in pretty fascinating and 
expensive clothes, underneath.it all it is 
basically just another trust, with the 
same duties of custody of assets, invest- 
ment responsibilities, distributions, and 
accountings, — and let’s not forget to 
get paid for it. 

Running along parallel to any pension 
trust, but not a part of it, is the em- 
ployer’s pension plan which is some- 
thing that he or his pension com- 
mittee administers. He or his pension 
committee will decide under the rules 
of the plan what employees have been 
there long enough to qualify as partici- 
pants, what their period of continuous 
service is, will interpret the benefit for- 


From address at 26th Mid-Continent Trust Con- 
ference, New Orleans, Nov. 22, 1957. 
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of either 


mula to see how many dollars each re- 
tired employee will receive when he re- 
tires and will authorize those payments 
from the pension trust. Those are all 
matters that are not delegated to the 
trustee. The employer’s problem is to see 
that funds are available to pay those 
benefits. That is the purpose of this trust. 

If a plan is a self-insured type, the 
employer will hire an actuary to make 
calculations to decide how much money 
should be set aside each year so that 
with its investments it will be adequate 
to pay pensions to the people who sur- 
vive until retirement. These assumptions 
are adjusted by revaluations, usually 
every year, to keep pace with actual 
experience, and if the number of lives 
covered by the plan is large enough, one 
can be pretty sure that the law of 
averages will apply and the assumptions 
will work out. But there is always the 
risk in a relatively small self-insured 
group that too large a percentage of 
those particular employees will live 
longer than they should or that some 
other form of assumptions do not work 
out as expected. There is no magic num- 
ber of lives it takes to justify a self- 
insured pension plan. The very terms of 
the plan itself can be written in a way 
to minimize its actuarial risks, but in 
common practice self-insured pension 
plans have been used principally for 
fairly good sized groups of employees. 


Individual Policy Plan 


If this challenge to the smaller trust 
companies doesn’t lie in the field of self- 
insured pension plans, where does it lie? 
Take the case of a company with 10 to 
20 employees, a fairly stable group with 
relatively little turnover. There are at 
least three common trust methods of 
handling that size pension plan, 


If the employer directs the trustee to 
purchase an insurance policy on the 
life of each of these employees, we have 
an individual policy insured plan. The 
policy is roughly the same as individuals 
buy for the protection of their families, 
except that instead of a $1000 or $5000 


policy, we buy one that will accumulate 
a large enough cash surrender value by 
the time the employee reaches age 65, to 
be converted under one of its options 
into a paid up annuity equal to the em- 
ployee’s pension. One objection to this 
is that it would take a policy of much 
larger face amount to build up an ade. 
quate cash value for an employee who is 
59 years old when the plan is installed 
than it would if he were only 35 or 40. 
As a result, the insurance companies 
usually issue a special form of policy in 
which the death benefit is scaled down 
to one hundred times the amount of each 
month’s pension benefit so that an em- 
ployee who ultimately is going to get a 
pension of $100 a month will have a 
$10,000 life insurance policy. 


Here is an opportunity for a corporate 
trustee to render a service for its cus- 
tomers. The ownership of the rights and 
privileges under these policies must 
under our tax laws be vested in a 
trustee. The employer cannot take a tax 
deduction for his contributions under the 
plan if he is the owner of the policy and 
the employee cannot be the owner be- 
cause he would be taxed with the 
premiums as additional compensation if 
he were. While it is true that many of 
these plans use one or more individual 
trustees, a corporate trustee provides 
both continuity of existence for the long 
term ownership of these policies and 
also imputes a certain prestige to the 
plan in the minds of the employees. 


One of the defects of this form is 
that all of the reserves of an employee 
are buried in the cash value of the 
policy. If he quits working for this em- 
ployer before retirement, his policy) 
serves no purpose in providing pension 
benefits to other employees except by) 
surrendering the policy for its cash 
value; the cost of surrendering this form 
of insurance is relatively high. Even if 
the employee dies, the cash value is dis- 
sipated in the death benefit. 


Additional Deposit Plan 


To solve this problem some insurance 
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companies issue their ordinary life 
policies for these purposes even though 
that policy will not have a sufficient cash 
value at retirement to support the full 
pension. However, they will agree to 
accept the deficit in the cash value as an 
additional deposit at the time of retire- 
ment in order to provide the full pension 
benefit under their policy. This de- 
ficiency is provided by running a 
Trusteed Investment Account parallel to 
the insurance policy during the em- 
ployee’s career. As each annual contri- 
bution is made to the trust, a portion of 
it is paid to the insurance company as 
a premium and the balance is retained 
in the Investment Account of the trust, 
where the income accumulates until the 
employee retires when it is then trans- 
ferred to the insurance company. 

In the meantime, if the employee dies, 
his beneficiary still receives the death 
benefit under the policy but the excess 
that have been held in this 
parallel trust are available to help carry 
the cost of future pensions to the rest of 
the employees in the plan. In the same 
way, 


reserves 


if the employee leaves or is dis- 
not all of his reserves are 
Leni d in the cash value of the policy 
and the portion that is held in the trust 
may be retained there without surrender 
expense to help carry the cost of future 
pensions to other participants. 

This modification of an individual 
policy insured plan requires the use of 
an active trust with all the incidents of 
custody, 


charge d, 


investment supervision, ac- 
counting and distributions called for by 
a normal trust. 


Deferred Purchase Plan 


A third way of using an individual 
policy plan is to defer the purchase of 
any insurance contract as long as the 
employee continues working. In_ the 
meantime the funds that would other- 
wise be used for premium payments are 
accumulated in a trust, invested in a 
diversified list of investments and the 
income accumulated until the employee 
retires, when a single premium imme- 
diate annuity is purchased for him at 
then current premium rates, from which 
his pension will actually be paid. 

Ren: plan gives to the retirement pro- 
1m the greater flexibility of a trusteed 
pe of diversified investment portfolio, 
© opportunity of capital appreciation 
in the investments held and the elimina- 
‘ion of any surrender expense in the 
vent of an employee’s resignation or 
‘ischarge before retirement. It is also a 
‘neans of reducing or eliminating death 
enefits from a program under which 
hose benefits are not particularly de- 
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sired. It again offers the use of trust 
services for relatively small pension 
groups. 


Other Insurance Forms 


That these three methods of funding 
pension plans covering a relatively small 
number of lives are widely used is shown 
by the fact that out of the 35,000 ap- 
proved plans, approximately 13,500 are 
of the so-called individual policy insured 
type, and they average approximately 40 
lives per plan. 


The other methods of funding pension 
programs through insurance involve sev- 
eral forms of group annuity contracts. 


These group policies can be issued di- 
rectly to the employer even though they 
are for the purpose of his pension plan 
and, therefore, do not require the use 
of an intervening trust. Generally speak- 
ing, they are applied in the case of 
larger employee groups. Insurance com- 
pany figures indicate that group plans in 
force at the end of 1956 averaged be- 
tween 600 and 1,000 lives per policy. 
In passing on to the next topic, I will 
state that by the use to some degree of 
funding by means of an individual pol- 
icy, we find completely justifiable reason 
for using a corporate trustee for the type 
of pensions plans that would most logi- 








When you need Trust services 
in your area, do what the 
people do who live here. Come 
to The National Bonk of Com- 
merce. For this is the leading 
bank on the Texas Gulf Coast. 
This is the bank chosen by the 
leaders in this area in industry, 
business, and the professions. 
People who live here and who 
know us intimately have,helped 
us to become the leading bank. 








We can offer you the same serv- 
ice,“‘the same thoroughness, and 
the same_experience..that has 
made us the bank of the Golden 
i i Gulf Coast. 





THE NATIONAL BANK 
OF COMMERCE 


OF HOUSTON > 
Gulf Building 
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cally fill the needs of employers in the 
smaller industrial centers. 


Profit Sharing 


Profit sharing plans are also used for 
retirement purposes. Under these pro- 
grams a portion of each year’s corpo- 
rate earnings is set aside for employees 
as a group. Each employee’s share of 
that contribution is determined by some 
formula, such as relative compensation, 
but distribution to him is delayed until 
his retirement, death, disability or other 
termination of employment. The cost of 
a profit sharing plan, therefore, is vari- 
able and related directly to each year’s 
corporate earnings. 

Accumulations for an employee by the 
time his benefit matures can be paid to 
him in a lump sum or in installments, or 
through the purchase of an annuity he 
can be given an income for life. At no 
time beforehand can one tell how large 
that retirement benefit will be since it 
will be based principally on the extent 
of the Company’s profits each year that 
he shares in them. 

The contributions are held in a trust 
which is exempt from income taxes, but 
the income accumulations and market 
accretions are allocated proportionately 
to the employee account balances. It is 
customary to require that, in the event 





WILL PAY CASH 
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$5 GOLD... $ 9.00 each 
S23 00.0), $25,600 each 
| ee $ 6.00 each 
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We are also seeking the following: 
$50 GOLD $400.00 each 
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PROMPT REMITTANCE. ‘GUARANTEED 
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123 West 57th Street, New York 19, N. Y. 
JUdson 2-2580 
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Coin Appraisals for Banks, Estates, 
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of the resignation or discharge of an 
employee, he shall have served a mini- 
mum period of time to be entitled to re- 
ceive the entire amount standing to his 
credit. A customary formula for this is 
to accrue his distributable interest at the 
rate of 10% a year for each year of 
participation. Thus, if an employee 
quits after only three years of participa- 
tion, he would actually receive only 30% 
of the balance in his account and the 
other 70% would be allocated at the 
end of that year among the accounts 
of other employees still under the plan. 

The growth potential, therefore, of 
these profit sharing plans from new de- 
posits, income accumulations, market 
appreciation, and the re-allocation of 
these so-called forfeitures, can be very 
substantial over the employee’s career 
without involving a fixed cost commit- 
ment to the employer except as it is re- 
lated to each year’s profits. 

One of the appeals of this kind of pro- 
gram is the fact that the employee ac- 
cumulations of each employee’s account 
is reported to him each year, so that he 
can see the effect corporate profits have 
on the growth of his balance, and he 
can’t help but feel that through his own 


efforts he may influence the extent of 


those profits. One of our customers made 
this comment: 


“These statements have been most 
effective among the men in the shop 
They are proud of them and 
anxious to show them to everyone. We 
are convinced that this profit sharing 
plan has increased the efficiency of the 
shop to the place where the profit 
sharing plan has cost us nothing. Also 
it is a most effective force in reducing 
personnel problems.” 


A profit sharing plan is not a panacea 
for all personnel problems, but I have 
seen an enthusiasm that amounts at 
times almost to a missionary zeal among 
employers that have installed such plans. 
Apparently solely as a result of the mo- 
mentum gained from the enthusiasm of 











those who have experienced them, the 
records of the Treasury Department in- 
dicate that over 40% of new plans today 
are of the profit sharing type. 


Profitability 

Responsibility for providing financial 
security to a group of employees afier 
retirement both demands and justifies 
the use of the most competent and cap- 
able services that can be obtained: those 
of an impartial and disinterested corpo- 
rate trustee that is being adequately 
compensated for its duties and responsi- 
bilities. 

Responsibility for obtaining adequate 
compensation rests with you alone. 
While competition for an appointment 
as trustee of some of these funds that 
have involved tremendous balances has 
been intense, we all agree that no service 
can continue to be properly rendered un- 
less it pays its own way. A schedule of 
fees roughly comparable to the schedule 
applied to a personal trust of comparable 
size might be considered as a general 
starting point for rates. While the trustee 
of a retirement plan trust is usually 
pretty well insulated from direct con- 
tact with the employee beneficiaries in 
so far as contacts, telephone conversa- 
tions, and correspondence are concerned, 
the continual flow of new funds available 
for investment, the handling of insur- 
ance policies, and the rather specific ac- 
counting requirements needed to meet 
Treasury Department requirements are 
counter-balancing factors. 

We seem to be in the midst of a basic 
economic change in which there is oc- 
curring a shift in the ownership of the 
personal wealth of many salaried people 
and wage earners from personal owner- 
ship into some form of retirement pro- 
gram. If that change is growing, then | 
see no reason why it should stop at the 
borders of large industrial centers. To 
meet that trend is the challenge of the 
smaller trust departments. 
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Bank Women Discuss Trust Questions 


At the meeting 
of the National 
Association of 
Bank Women in 
Boston, October 7- 
10, the following 
officers were elect- 
ed for 1958: 

President: 
Miller, 
sistant vice president, First City Na- 
tional Bank, Houston. 

Vice Pres.: Miss Charlotte A. Engel, 
trust officer, National Savings & Trust 
Co.. Washington, D. C. 

Recording Sec.: Mrs. Avis Ford, as- 
sistant cashier, Reagan State Bank of 
Houston. 

Corresponding Sec.: Mrs. Mildred L. 


Miss 


as- 


Miss IWETA MILLER 
Iweta 


White, assistant vice president, Conti- 
nental Bank & Trust Co., Houston. 

Treasurer: Miss Corinne Pool, audi- 
tor and assistant cashier, First National 
Bank, Holland, Michigan. 

Four panels with audience participa- 
tion were conducted simultaneously on 
Wednesday morning. The Trust Panel 
was moderated by Catherine B. Cleary, 
vice president, First Wisconsin Trust 
Co.. Milwaukee. 

Panel member Mrs. Gladyce Chiver- 
ton, assistant cashier and trust officer, 
Guaranty Bank & Trust Co., Cedar 
Rapids, lowa, said in regard to invest- 
ment selection that her bank did not use 
an investment counsel firm, but drew on 
the information in company reports, in 
the which the bank sub- 
scribes, and on the knowledge and ex- 
perience of the members of the trust 
committee in regard to a small 
bank limiting itself to certain kinds of 
said her bank did not 
limit itself, but did not actively seek 
corporate trusts as it found the demand 
insufficient to justify hiring special per- 
sonnel . . . said her bank did not use a 
nominee for trust securities even though 
“it does take a few more days to clear 
title so that payment can be made... 
quoted fees for a sole trusteeship of 
$100,000 at 4% of 1% and for a $10,- 
VOO estate at $320 (statutory fee: 6% 


services to 


business she 


first $1,000; 4% next $4,000; 2% 
everything thereafter). 
Vrs. Helen C. Rathbun, assistant 


trust officer, Guarantee Bank & Trust 
Co., Atlantic City, N. J., cited a law 
passed by the New Jersey Legislature 
in June 1957 approving an increase 
iv fiduciary commissions. The commis- 
©.ons on income are fixed at 6% with- 
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out court approval. Commissions on 
corpus are 5% of the first $100,000 
plus such percentage (not in excess of 
5%) as the court may allow on the 
excess over $100,000. Her bank’s fee 
on a $10,000 estate is $500; on a trust 
of $100,000 the fee is 5% but (a) for 
a testamentary trust running more than 
25 years an additional commission not 
exceeding 1/5 of 1% per annum for 
each additional year is allowed by the 
court, and (b) the fee on a living trust 
is subject to negotiation she 
favored use of nominee registration on 
grounds of saving time, reducing costs 
and simplifying dealings with co-trus- 
tees, even though admitting difficulties 
with dividends, informing 
stock transfer agents as to the denomi- 
nations when stock dividends are paid, 
and filing with the Treasury Depart- 
ment the actual owners of the income 
received from the personal property 


allocating 


held by the nominee . . . . she described 
how remaindermen (under the 1954 
Code) can benefit from excess deduc- 


tions of an estate or trust. It often hap- 
pens that in the last year of such an 
account the deductions are more than 
the income. Any unused net loss carry- 
over in the year of termination is avail- 
able to the beneficiary succeeding to 
the property. 

Miss Evva Shaw, assistant trust offi- 
cer, Valley National Bank, Phoenix, 
Ariz., said that the majority of “not 
quite competent trustors” in any trust 
department have also been customers 
of the commercial department for many 
years and deserve “the best guidance 
and understanding” the trust officers 
can give them . . . that agency accounts 
often do not cover actual costs, but 


provide an excellent source for future 
appointments as executor, testamentary 
trustee, and trustee under living trusts 

. that there should be apportion- 
ment of the trustee’s fees between prin- 
cipal and income (In the West it has 
been the practice to compute the fee 
on a percentage of principal and charge 
it to income; in the East the part of 
compensation based on principal is 
charged to principal and that based on 
income is charged to income) ... . 
that efforts are being made to hold 
down the cost of trust services by (a) 
eliminating (if possible), services that 
(b) 
transferring accounting to IBM, and 
(c) using a Common Trust Fund... 
that fees have not been increased in 
the last five years, fee for a $100,000 
trust is $600 (3/5 of 1% annually) 
and for a $10,000 estate is $520, the 
statutory fee. 

There unfortunately seems to be a 
general misconception that jointly-held 
property escapes death taxes and the sur- 
viving joint owner learns the contrary, 
to his dismay, Miss Susan W. Miller, as-- 
sistant trust officer, Old Colony Trust 
Co., Boston, observed in discussing this 
point. Before substantial property is put 
into this form of ownership, the prop- 
erty owner should consult his lawyer and 
get the benefit of expert opinion. 

There is some income tax advantage, 
in jointly held property during the lives 
of the joint owners. This is limited to am 
additional $50 annual deduction against 
dividend income. The savings of the in- 
come tax on this $50 is outweighed, as a 
rule, by the complications on the death 
of the first joint owner. The entire prop- 
erty is considered part of the decedent’s 
gross estate, unless the survivor cam 
prove that part or all of it belonged to 
him and no part had been received from 


bring inadequate compensation, 





Trust panel, left to right: Susan Miller, 

Boston; Evva Shaw, assistant trust officer, Guarantee Bank & Trust Co., Phoenix, Ariz.; 

Catherine B. Cleary, vice president, First Wisconsin Trust Co., Milwaukee, moderator; 

Gladys Chiverton, assistant cashier and trust officer, Guaranty Bank & Trust Co.; Cedar 

Rapids, Iowa; and Helen C. Rathbun, assistant trust officer, Guarantee Bank & Trust Co., 
Atlantic City, N. J. 


assistant trust officer, Old Colony Trust Co., 
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the decedent for less than adequate con- 
sideration. The burden of proof rests 
upon the decedent’s representatives and 
evidence is hard to find because joint 
owners generally keep sketchy records, 
if any. As a result an excessive tax may 
be levied. 

In some states, like Massachusetts, 
there is an exception — if the principal 
domicile of the decedent is held in the 
names of the husband and wife, as ten- 
ants by the entirety, upon the death of 
the first joint owner, the property, if it 
is a single family dwelling, passes tax- 


free to the survivor. If it is a multiple 
dwelling, an exemption is provided on a 
pro-rata basis up to a maximum of $25,- 
000. 

Problems which a person should con- 
sider before placing property in joint 
names are: What happens to the estate 
if the husband and wife, as joint owners, 
are killed in a common disaster. If there 
were children, how would they be taken 
care of under such circumstances? If 
this same couple had no children, who 
would inherit the property — the hus- 
band’s or the wife’s relatives? The use 








Never too far 


Even if you live a long way from Philadelphia, you’re 
never too far to take advantage of Fidelity’s trust and 
estate services. Over 90 years’ successful experience has 
made Fidelity one of the country’s largest trust companies. 
Funds exceed a billion dollars—and clients include both 
institutions and individuals. If you plan to set up a trust or 
if you have an estate to be administered, call on Fidelity. 


FIDELITY-PHILADELPHIA TRUST COMPANY 
Broad & Walnut Sts., Philadelphia 9, Pa. 


Member Federal Deposit Insurance Corporation 


of a will or living trust rather than joint. 
ownership offers the only protection 
against these imponderables. 

If jointly-owned property represents 
contributions of two or more people the 
tax costs of securities can become quite 
involved on the death of one of the joint 
tenants. Furthermore on the death of one 
— where securities in particular are 
jointly held — many companies wish to 
have the certificates reissued in the name 
of the survivor. To accomplish this, the 
same documents and tax releases are re- 
quired as in the case of assets forming 
a part of the probate estate. 

Except for possibly a joint checking 
or savings account that will provide the 
survivor with ready cash at the time of 
a spouse’s death, and real estate held in 
a tenancy by entirety in some jurisdic- 
tions, there is no advantage to be gained 
by placing property in joint names, Miss 
Miller concluded. 

The Investment Panel, moderated by 
Miss Helen Rhinehart, secretary, Bren- 
ton Companies, and assistant vice presi- 
dent, National Bank of Des Moines. 
Iowa, included Miss Pearl Base, assist- 
ant vice president, First National Bank. 
Portland, Ore., represented the 
point of view of a commercial banker, 
and of a dealer bank; Miss Natalie 
Brown, assistant secretary, People’s 
Savings Bank, Providence, R. I., whose 
job is to assist the vice president in 
charge of her bank’s portfolio; and 
Miss Laura M. Powell, vice president. 
First National Bank, Marshall, Texas. 
senior loan officer in her bank who says 
she is “a country banker advising cus- 


who 


tomers on how to supplement thei 
present income through investments.” 

The questions considered by the In- 
vestment Panel dealt with Government 
debt, U. S. Government securities, mun- 
icipal bonds, customer purchases ol 
stocks and bonds, how to advise young 
people, mutual funds, whether a coun- 
try bank should pattern its investment 
program after reserve city banks, and 
whether it is always practicable for a 
relatively small bank to hold its se 
curities in its own vault. The final ques 
tion was: “What is the greatest Invest: 
ment the American Bank Woman cat 
make today?” 


A A A 


e Banks have proven to be a rathel 
unfertile field for unionization, accord- 
ing to Howard Coughlin, president of 
the Office Employes International Un- 
ion. “However,” he told TRusTS AND 
EsTATES, “we do have a number of banks 
organized throughout the country, gene!- 
ally small ones.” 
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ORE THAN 100 TRUSTMEN GATH- 
M ered at the Berkeley-Carteret Hotel 
in Asbury Park on November 13 for the 
25th annual Trust Conference of the 
New Jersey Bankers Association. The 
Conference immediately preceded the 
annual Banking Conference of the Asso- 
ciation. 

The legislature from time to time has 
enacted laws to facilitate the administra- 
tion of small estates without the neces- 
sity of taking out letters of administra- 
tion, Charles A. Steele, State Supervis- 
or, Transfer Inheritance Tax Bureau, 
told the trustmen in his address on “The 
New Jersey Inheritance Tax Returns 
Rules and Regulations.” While the 
amended Sections 3A:6-6 and 3A:6-7 of 
this law permit distribution of certain 
estates which do not exceed $1,000 with- 
out the necessity of taking out letters of 
administration, the Bureau is of the 
opinion that the law which provides for 
affidavits in lieu of administration has no 
application to transfer inheritance tax 
and does not repeal the statute which 
provides that a waiver must be required 
where the gross estate is in excess of 
$200. Therefore, while the holder of as- 
sets of a decedent is privileged to pay 
them over without liability, payment 


should not be made in absence of a 
a 


waiver unless the gross estate does not 
exceed $200. 

There are instances where the inspec- 
tion and release of the contents of a 
safe deposit box cannot receive immedi- 
ate attention by the district supervisor of 
transfer inheritance taxes. Access to the 
box by a representative of the estate may 
be permitted, Mr. Steele pointed out, 
with the understanding that the follow- 
ing procedure be strictly adhered to: 


1. Vault officer or other employee of 
the bank must be present at the 
opening of the box and remain in 
charge until this feature is com- 
pleted. 

2. Contents of box must not be inven- 

toried. Release no part of said 
contents other than the Last Will 
and Testament, deed to a cemetery 
plot, insurance policies made pay- 
able to designated beneficiaries, let- 
ters of instructions and papers of 
like description. 
Place in safe deposit box a state- 
ment showing the date when same 
was opened, by whom, in whose 
presence and a description of the 
papers removed. 

4. Reseal box pending inspection, in- 
ventory and release by district 
supervisor of inheritance taxes. 


Mr. Steele touched upon two regula- 
tions regarding valuations: 


i) 
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1. Listed securities disclosed as as- 
sets in the transfer inheritance tax 
proceeding should be appraised at 
the intermediate price between the 
low price and the high price pre- 
vailing on the date of death of the 
decedent. When death occurs on a 
holiday, quotations for the previous 
day should be used. When death oc- 
curs on a Saturday or Sunday, the 
previous Friday quotations will 
control. 

2. Interest accrued on United States 
Savings Bonds, Series “G”, from 
the last interest date down to the 
date of decedent’s death shall not 
be included as part of the de- 
cedent’s estate for New Jersey in- 
heritance tax purposes. This ruling 
has also been held to apply to 
other government bonds having the 
same interest payment provisions 
as “G” bonds. 


A plea for uniform transfer require- 
ments following the pattern of recent en- 
actments in Illinois, Delaware and Con- 
necticut was made by Albert A. Marks. 
Jr., Atlantic City resident partner of 
Newburger & Co. The text of his remarks 


appears elsewhere in this issue. 


Retention Selling 


Competition can do more harm to the 
will file than to active business, Norman 
Ek. Walz, assistant vice president, Provi- 
dent Tradesmens Bank & Trust Co., said 
in his address on “Review and Retention 
of Trust Business.” Customers are less 
unwilling to change potential accounts. 
There is no gadget to get and keep trust 
business — only hard work and doing a 


good job. 
Steps toward retention include: 


1. Sell the customer another banking 
service 

2. Train contact personnel to report 
significant changes to trust depart- 
ment 

3. Introduce customer to other bank 
and trust officers 

4. Make periodic personal calls as 
possible remembering that “im- 
portance” may be age as well as 
estate size 

5. Keep inventory of will appoint- 
ments (can be done on punched 
cards) 

6. Watch trends noted from studies 
of cards and consequent predictions 
(Value of will file should be at 
least % of business on the books) 

7. Send individually typed and signed 
letters twice a year (preferably 
with an excuse such as a good mail- 
ing piece, a change in the laws, or 
a newspaper account of another 
estate) 


An effort should be made to get dis- 
tributees to leave their money with the 
bank, the speaker said, and in the case of 


_ N.J. CONFERENCE SPARKS LEGISLATIVE ACTION 


unknown testators knowledge of whose: 
naming of the bank has come from an 
attorney, the retention approach should 
be made to the attorney. Personal letters 
to known clients may often enclose a 
carbon copy with the suggestion that the- 
customer send it to his attorney with de- 
sired will changes marked in the margin. 


Committee Reports 


After luncheon, reports were received 
from various committees. Hugh M. Mas- 
terton, assistant trust officer, First Na- 
tional Bank & Trust Co., Paterson, stated 
that his committee on Trust Legislation 
had offered constructive suggestions on 
two bills before the New Jersey legisla- 
ture. The committee on Federal Estate- 
Tax Return, as reported by Thomas H. 
B. Boothe, vice president and trust off- 
cer, Glen Ridge Trust Co., has been seek- 
ing a shorter form 706. The committee- 
considered a single page of assets with 
affirmation by the executor, and is con- 
tinuing its, efforts in conjunction with 
other agencies. 

In speaking of Uniform Accounting 
Procedures, Joseph A. Halbeisen, trust 
officer, First Camden National Bank & 
Trust Co., reminded his audience that 
the committee’s 1956 report stressed as 
chief matters for consideration: 

1. Elimination of present vouchering 
practice (R.R. 4:106-4; R.R. 4: 
106-5) 

2. A change in NJS 3A:9-3 directing 
guardians and trustees to account 
in Superior Court every three years 

J. Fisher Anderson, counsel for the 
New Jersey Bankers Association, last 
June recommended that the proposal to 
amend the statute requiring filing of 
vouchers with the Clerk be abandoned. 
Mr. Anderson stated, “I cannot conceive 
that the Supreme Court would permit 
any amendment to the rule eliminating 
the requirement.” As of May 29, 1957, 
NJS 3A:9-3 was amended to provide in 
addition that “a guardian or trustee may 
settle his first account within one year 
after his appointment, or as soon there- 
after as may be practicable.” 


Matters originated by members of the- 
committee during the year are: 


1. Consideration of practices in ap- 
pointment of guardians ad litem 

2. Proposal that principal be reim- 
bursed by income in an amount 
compensatory of additional estate 
tax occasioned by executor’s elec- 
tion to claim administration ex- 
penses as deductions in estate’s 
Federal Income Tax return 


It is recommended that the Trust 
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Committee officially sanction and en- 
dorse the position of the New Jersey 
Supreme Court’s Committee on the Pro- 
bate Division of the County Court and 
the Surrogate’s Court against appoint- 
ment of a guardian ad litem for minors, 
incompetents, and persons not in being 
or unascertainable, selected alphabeti- 
cally and as a matter of course from a 
list of attorneys who have undertaken 
the representation of impecunious de- 
fendants in criminal cases, without re- 
gard to need for departing from the us- 
ual course, designating a parent or the 
infant’s nominee when he is above 14. 
Concerning the second item, it is 


recommended that where executors elect 
to deduct administration expenses from 
the estate’s Federal Income Tax return, 
the resulting tax benefit to the income 
beneficiary should not obtain to detri- 
ment of remainderman, and that corpus 
be credited with at least the tax savings 
which would have been allocable to cor- 
pus had administration expenses been 
deducted in computing the estate tax. 


Investment 


The second annual report of the New 
York Bank Fiduciary Fund was reviewed 
by the New Jersey Bank Fiduciary Fund 
committee, represented by Walter E. 
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MORE THAN ONE BILLION, SEVEN HUNDRED MILLION DOLLARS IN 
SECURITIES AND OTHER ASSETS ARE NOW ENTRUSTED TO OUR CARE 


1230 


Beyer, vice president and trust officer, 
Boardwalk National Bank, Atlantic City. 
He said it shows some of the problens 
that develop when a plan is installed. |n 
order to reverse the diminishing rate of 
increase and attract new money as well 
as new members, the directors of the 
New York Fund had agreed to redeem 
all savings bonds maturing in more than 
one year upon semi-annual interest 
dates, and invest the proceeds in higher 
yielding new bond offerings and some 
discount bonds. It was estimated that 
this operation would result in a dis- 
count of less than $35,000 and an in. 
crease in annual income of more than 
$20,000. The dividend rate could then 


be increased from $3.50 to $3.75. 


The committee reported that in New 
York several more banks planned to join 
the Fund after January 1, 1958. In New 
Jersey, however, little interest had devel- 
oped on the part of the banks, and for 
this reason the committee recommended 
more education on the subject. They felt 
that such a Fund should not be actually 
established until there was greater de- 
mand from the banks that might partici- 
pate. 


Terming today’s economy in a state of 
business adjustment “started as early as 
the middle of 1956,” Dr. Gordon W. 
McKinley, director of economic and in- 
vestment research for The Prudential 
Insurance Co. of America, presented an 
optimistic analysis of the forces at work 
and of the 1958 business outlook. He 
cited the early 1956 shift in consumer 
spending from durables, particularly 
marked during the previous year in 
motor cars, household goods and other 
large consumer items, in favor of non- 
durables and services. The change, he 
said, was obscured by the high overall 
rate of capital spending by industry and 
government until the recent ebb in these 
sectors brought into focus the excess 
capacity in durables, leading to fears of 
a recession. Because of consumer free- 
dom to spend when and as he chooses, 
economic dislocations are inevitable so 
we have not seen the end of recessions 
or adjustments, though a serious depres- 
sion is not to be expected. In summa- 
tion, the current hesitation responds, in 
his opinion, to a temporary imbalance 
between the pattern of consumer spend: 
ing and the distribution of capital plant 
and labor force. 


Dr. McKinley appraised the main buy- 
ing segments of the economy for 195% as 
follows: business capital expenditures 
down $3 billion; home buying up $1 bil- 
lion; consumer spending, with increased 
emphasis on durables, up $11 billion; 
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all governmental spending up $4 billion 
and net foreign investment off $1 bil- 
lion or a total increase of about $12 bil- 
lion above the 1957 level. GNP will prob- 
ably rise to almost $450 billion against 
1957’s $436 billion. On the basis of these 
projections, his conclusion was that “I 
flatly disagree with those who have fore- 
cast a recession for 1958.” 

In the area of money and capital mar- 
kets, Dr. McKinley looked to some bor- 
rowing industry to bolster impaired 
liquidity, with this demand seconded by 
continuing strong demands for govern- 
mental financing, plus funds needed for 
revived residential construction. Thus, 
total money demand will probably equal 
1957 but loanable funds will be more 
plentiful, although without a substantial 
decline in interest rates. 


Joint Bank Accounts 


The importance of the bank’s part on 
the estate team in the creation of new 
accounts, and particularly in advising 
existing joint depositors of the dangers 
inherent in joint bank accounts, was de- 
veloped in a fine address by John F. 
Connolly, chairman of the Department 
of Business Law at St. Peter’s College, 
School of Business Administration, Jer- 
sey City. The 1954 New Jersey statute, 
he said, which is similar to that of other 
states, creates a conclusive presumption 
that the survivor is entitled to the de- 
posit. The statute has never been judi- 
cially interpreted, but the decision in 
Howard Savings Institution v. Quatra, 
38 N. J. Super. 174 (1955) held uncon- 
stitutional a similar presumption as to 
accounts set up “A in trust for B.” The 
speaker gave his opinion about the ap- 
parent dangers in the statute and dis- 
cussed the confusion in the minds of 
depositors. It is the bank’s responsibil- 
ity, he observed, to avoid trouble in the 
first instance before it starts. 








—_ 


“lve been meaning to talk to you about 
‘hose tranquilizers you’ve been taking, 
Jackson.” 

Courtesy, Management Review, American 
Management Assn. 
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Banks Win Awards for 
Reports to Employees 


American National Bank & Trust Co., 
Chicago, ranked highest among the na- 
tion’s banks and seventh in the general 
competition among the fifty companies 
selected to receive the Score Award for 
a financial report interpreted for em- 
ployee understanding. California’s Bank 
of America placed second among the 
banks, followed by First National Bank, 
St. Louis. The contest was sponsored by 
The Score, a monthly publication in the 
employee relations field. 





The judges of the hundreds of entries 
this year bore down heavily on certain 
practices: failure to show more than 
bare essentials; the gimmick-burdened 
report; wordiness in executive mess- 
ages; failure to “reach” employees. 


On the whole, the judges were im- 
pressed with the improvement in report- 
ing to employees. One judge commented 
that the reports were “more sincere. 
more mature. They reveal a new 
willingness on management’s part to 
unveil the complexities of business in 
language that workers understand.” 

















SHE BROUGHT CALVARY 
TO CAHUENGA PASS 


On June 27, 1920, writer-producer Christine Wetherill Stevenson saw 
the Hollywood hills become the hills of Judea. In a natural amphi- 
theater off Cahuenga Pass, her Pilgrimage Play, destined to become 
world famous, was given its first performance. The audience sat in a 
modest wooden gallery—a far cry from the massive concrete structure 
that houses the Pilgrimage Theater today. Henry Herbert, as the 
Christus, set a note of dignity and reverence that subsequent players 
in the role—Ian Maclaren and Nelson Leigh among them—have main- 
tained for 27 seasons, helping make the Pilgrimage Play a cherished 


Southern California institution. 


The first Pilgrimage Play sea- 
son came 17 years after Security- 
First National Bank opened a 
Trust Department that now is pro- 
viding complete, expert service 
to its third generation of clients. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 





Head Office: Sixth & Spring Sts. 
Telephone MU tual 0211 
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Selling Keys C&S Trust Growth 


Aggressive selling is no longer limited 
to the commercial side of banking. 
“This was unheard of a few years ago,” 
says Mills B. Lane, president of the Citi- 
zens & Southern National Bank. “Today, 
banks are waking up to the importance 
of selling trust services.” 

C&S, widely known as a “selling 
bank,” has compiled an impressive rec- 
ord in actually selling trust services. The 
C&S Trust Department: 


1. Administers more than $300 mil- 
lion in assets compared with $73 mil- 
lion in 1945. 

2. Handles more than 2,000 trust tc- 
counts compared with 886 in 1945. 

3. Has 4,000 wills on file compared 
with 337 in 1945. 

4. Serves as trustee and investment 
agent for 21 multi-million pension, 
profit sharing and endowment funds 
totaling $104,000,000. 

5. Manages as executor and trustee 
29 Georgia companies, with total as- 
sets of $7 million and employing 1,412 
persons. 


C&S, a firm believer in incentive 
awards for employees, places particular 
emphasis on uncovering prospects for 
trust services. After an employee locates 
a prospect, a representative of the trust 
department then makes the actual “sale.” 
Generally, commercial officers, who reg- 


Do You Want Help 
About 


FLORIDA? 


Banks in all parts of the coun- 
try can rely on The First Na- 
tional Bank of Miami for full 
cooperation — in solving the 
estate and trust problems of 
customers having—or contem- 
plating — Florida residence. 


Your inquiry is invited. 


TRUST DEPARTMENT 


The 


First National Bank 
of MIAMI 


Miami’s Oldest... Florida’s Largest 
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Continuity 
of Management 


... another reason why C&S Trust service can 


mean corefree security for your family 


Iliness, death, absences from the city — all can seriously ham- 
per the usefulness of an individual who serves your estate as 
executor or trustee. When you name The C&S Trust Depart- 
ment to look after your affairs, you command an unbroken 
chain of trained specialists extending into the future to com- 
plete the Bank's obligation. 

To make sure your estate yields the utmost comfort and 
security for your family, consider the advantages of naming 
The C&S executor and trustee. 


One of the ads used to support C&S’s current 
statewide selling campaign. 





ularly call on businessmen, are most suc- 
cessful in locating prospects, may invite 
a trust prospect to the bank for lunch— 
and take along a trust officer to sell the 
service. 

The results? “Wonderful,” says Mr. 
Lane. “Over a one-year period, we 
found it took only four calls to close a 
referred prospect compared with 11 for 
a person approached ‘cold.’ ” 


The 27 C&S Banks are located in 14 
Georgia communities. Staff specialists 
travel from Atlanta to assist C&S trust 
officers over Georgia. The specialists 
both train trustmen in selling and assist 
in the selling directly. 

The staff specialists also conduct panel 
discussions before business and civic 
groups, including such subjects as “Wills 
and Trusts,” “Advantages of Employee 
Benefit Programs,” “Creation, Building 
and Management of Property During 
Life” (primarily investment features in- 
volving agencies and living trusts) and 
specialized problems of professional 
groups such as doctors and engineers. 

Periodic, systemwide meetings allow 
an exchange of ideas and the develop- 
ment of new approaches to selling trust 
services. In turn, “brainstorm” sessions 





are conducted on the local level. Quoias 
are set up by each office to provide the 
element of competition within the sys. 
tem, and not one office has failed to make 
its quota during the past few years. An 
engraved desk set is presented annually 
to the officer selling the most wills, 
Monthly, outstanding selling jobs are 
recognized in an internal trust bulletin. 

Backing this personal selling program 
is a special series of trust service news- 
paper and magazine ads; direct mail ad- 
vertising; trust forums for groups such 
as doctors, CPA’s and women’s groups; 
monthly bulletins on recent court decis- 
ions and suggested clauses for wills for 
lawyers, and free tax calculators promot- 
ing trust services. The ads cover such 
subjects as specialized training, personal 
attention, group judgment, reasonable 
cost, long experience, and continuity of 
management. 


A Bh DB 


Developing Business through 
Estate Planning Approach 


“There are a few basic fundamentals 
on the art of persuasion in developing 
trust services that might be of particular 
interest to the life underwriter and trust 
officer, inasmuch as these two members 
of the estate planning team can actively 
solicit prospective customers.” These 
fundamentals, set forth in a thesis pre- 
pared by T. A. Slaughter, Jr., assistant 
trust officer, First National Bank, At- 
lanta, Ga., as part of his work at ihe 
F.P.R.A. School of Financial Public Re- 
lations, include: The opening remarks 
must create a definite interest in the 
particular trust service being proposed: 
conversation should be directed toward 
the client’s family, his business and 
other subjects of interest to him; Ques- 
tions should be asked to determine what 
services are desired; Argument is fatal, 
even if won, and can be avoided by 
refraining from expressing an opinion 
which is not based on fact. 





Benefit Plans 





the Marine as trustee. 


| Milwaukee 1, Wisconsin 





Now! A Special Service for Employee 


Enjoy broader investment diversification with any 
desired mixture between equities and fixed return 
| securities — no limitation on amount of investment. 
| Participate in the MARINE INVESTMENT TRUST 
FOR EMPLOYEE BENEFIT PLANS by naming 


MARINE NATIONAL EXCHANGE BANK 





Member F. D. I. C. 








— 


TRUSTS AND EstTaTES 











uotas 
le the 
> SVs- 
make 
s. An 
dually 
wills, 
S are 
lletin. 
eTam 
news- 
il ad. 
; such 
oups; 
decis- 
Is for 
omot- 
such 
rsonal 
ynable 
ity of 


ugh 


ch 


entals 
oping 
icular 
| trust 
mbers 
tively 
These 
s pre- 
sistant 
c.. Ae 
at ihe 
ic Re- 
marks 
in the 
osed: 
oward 
s and 
Ques- 
> what 
. fatal, 
ed by 
pinion 








STATES 





—— 





Farm Incorporation Aids 
Estate Planning 


Incorporation of the family-size farm 
can help to solve the estate problems of 
modern farmers, J. Earl Coke, vice 
president of Bank of America N. T. & 
S. A., stated in addressing the sixth na- 
tional Agricultural Credit Conference of 
the American Bankers Association in 
Chicago last month. 

Since modern technology leads to 
larger farms the old fashioned method 
of dividing a farm among the heirs no 
longer works well and often no one heir 
can buy the others out because of the 
amount of capital involved. Corporate 
organization of the farm offers these ad- 
vantages: a) continuous access to capi- 
tal; b) continuity of operation; and c) 
greater tax flexibility. 

Estate problems offer the trust depart- 
ments of farm serving banks a growing 
opportunity for service, Mr. Coke said. 

A AA 
PUBLIC AUCTION 
(Continued from page 1187) 

jor sales. Following this entire operation, 
with its elaborate accounting details, the 
Galleries prepared a complete reconcilia- 
tion between the catalogues and the tax 
appraisal, so that every item in the sales 
was accounted for to the executors. 

There are of course few collections of 
this size and complexity, but the proce- 
dure serves to illustrate the capacity and 
flexibility of the auction system to take 
from the shoulders of trustees or execu- 
tors the load of an exhaustive mass of 
detail, and to offer them a return justify- 
ing their course of action. The experi- 
ence of nearly three-quarters of a cen- 
tury in the handling of the possessions 
of innumerable estates throughout the 
nation has served to underline the indis- 
pensability of the medium of public auc- 
tion to fiduciaries, and the value of a 
major auction house possessing a long 
established reputation, modern equip- 
ment and skilled personnel. 


Philanthropic Accounting 
Principles Studied 


The New York Community Trust has 
published a survey on the recording and 
reporting of the financial transactions of 
philanthropic institutions. The 52-page 
booklet, entitled “Accounting Principles 
and Procedures of Philanthropic Insti- 
tutions,” is written by Louis Englander, 
C.P.A., partner of Apfel and Englander, 
C.P.A.s, and former instructor in ac- 
counting at the City College of New 
York. Dr. Emanuel Saxe, Dean of the 
Bernard M. Baruch School of Business 
and Public Administration in the same 
college, served as special consultant. 

Compilation of the technical study en- 
tailed the analysis of financial reports 
of hundreds of eleemosynary organiza- 
tions and round-table discussions with 
financial officials of many of them. The 
stated goal of the research was to as- 
sist in “the establishment of uniform ac- 
counting principles and _ procedures 
which will make financial reporting more 
useful to the institutions themselves and 
to the general public.” 


The report accents the significance of 
the budget, both as a compendium of an 
agency’s needs and plans and as an im- 
plicit pledge that contributed funds will 
be distributed in accordance therewith. 
Specific problems explored the treatment 
of fixed assets and special types of con- 
tributed income as well as the segrega- 
tion of costs and expenses so as to 
differentiate disbursements for philan- 
thropic projects from those required to 
implement such purposes. These latter 
expenditures are grouped in three major 
categories: fund-raising; public infor- 
mation and education; and administra- 
tion. 


Copies of the report, priced at $1.50, 
are obtainable from the New York Com- 
munity Trust, 71 Vanderbilt Avenue. 


A A A 


® Edward Edens, Jr., vice president and 
trust officer, Bank of the Southwest, 
Houston, has been elected to a two-year 
term as a director of the National 
Federation of Financial Analysts Socie- 
ties, representing the Houston Society. 











/ \ 
\ 
@ Complete, modern facil- 
Re ; l 
ities to meet the growing The Ind iana 
need of individuals and : 

, , 1 POP age . 

businesses for experienced N ational Bank 
trust counsel. 
Member F.D.I.C. 1 
| 3 VIRGINIA AVENUE + INDIANAPOLIS : 
/ 

% ue 


DecEMBER 1957 


Farm Management Discussed 


Essential factors in farm management 
were reviewed before the Alabama 
Bankers Association Trust Division 
meeting October 17-18 by Carl Martin 
of Martin & Holland, Athens, Ala. He 
outlined the type of records to be kept 
for the benefit of the trustee and to an- 
swer questions from the beneficiaries. 
Such records are especially valuable 
when the heirs are young and uninter- 
ested at the time the trust is set up, but 
later come into possession of the prop- 
erty and want to know more about it. 

The speaker then commented on the 
actual operation of farms, determining 
first what kind of operation the land 
will sustain and then how best to rent or 
operate the property. The most satisfac- 
tory method of renting for row crop 
operation, he observed, is to rent to the 
tenant who owns his equipment, furnish- 
es labor, bears most of the expense and 
gets 24 of the crops raised. This means 
a better class of tenant and less need for 
supervision. 

Grazing operations and dairying were 
also briefly discussed, and the speaker 
noted that “the trend of farming is shift- 
ing from the little man to the man with 
means to mechanize his operations on a 
large scale.” 
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When an 
Arizona Fiduciary 
Is Required 
or Advisable, 
Your Inquiry !s 
Cordially Invited 
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EASING SECURITY TRANSFERS 


Procedure under New Law Points to Simplicity and Uniformity 


ALBERT A. MARKS, Jr. 


Resident Partner, (Atlantic City, N. J.) Newburger & Co., 


E WHO DEAL WITH SECURITIES ARE 

\\ at last approaching a greatly en- 
lightened era. The transfer of securities 
involving a fiduciary relationship has 
long been a tedious and annoying pro- 
cedure. In many states we have finally 
been successful in establishing ways to 
transfer securities to the names of 
minors without a trusteeship and _ this 
year, after a great deal of legal research, 
three states* have simplified their Fidu- 
ciaries Securities Transfer Acts. These 
acts apply to fiduciary transfers of se- 
curities of corporations organized in the 
state where the law is in effect. Other 
considerations such as the location of 
interested parties in place of transfer are 
not applicable. 

It is my understanding that a commit- 
tee of the New Jersey Bar Association is 
now engaged in promulgating a Fidu- 
ciary Securities Transfer Act for con- 
sideration by the Assembly. A Model 
Act should do the following: 

1. Transfer agents should be relieved 
of responsibility of breaches of fiduciary 
obligations in connection with that type 
of security transfer. In other words, 
transfer agents should not have to in- 
quire into and verify the right of a fidu- 
ciary to effect a transfer in respect to a 
security involved in his trust. 

2. The assignment to a fiduciary on 
evidence of testamentory letters being 
granted or a trust instrument should be 
sufficient to certify the fiduciary. Of 
course, reservations should be made so 
that a corporation could require more 
documentation if it would seem neces- 
sary in an unusual case. This, however, 
should be the exception and not the 
rule. 

3. This legislation should be applic- 
able to securities of any New Jersey cor- 
poration. 


Transfer Guide Rules 
A suggested guide for stock transfer 
From address before Mid-Winter Trust and 


Banking Conference, New Jersey Banking Asso- 
ciation, Nov. 13, 1957. 


*Illinois, Delaware and Connecticut. See descrip- 
tive article in July TRUSTS AND ESTATES, p. 641. 
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Members of New York Stock Exchange 


agents used under the Illinois Transfer 
Act enumerates the following points. 


1. Foreign transfers: Full documenta- 
tion should be requested when the situs 
of the estate or trust is a foreign coun- 
try. 

2. Waivers: Present requirements for 
inheritance tax waivers are unaffected 
by the Act. 


3. Fiduciary relations: Fiduciary re- 
lationships covered by the Act include: 
guardian, executor, administrator, trus- 
tee, committee, conservator, curator, 
tutor, custodian for minor, nominee. The 
following are not covered: agents, 
pledgees under loan agreement, life ten- 
ants, “no probate” estates, corporations, 
“small estate” affidavit cases, joint ten- 
ants. 

4. Securities covered: The following 
types of corporate paper are included: 
stock, bonds, other securities register- 
able as to ownership on the books of the 
corporation. 

5. Federal Stock Transfer Tax: Exist- 
ing requirements for the payment of 
federal stock transfer tax continue un- 
changed. However, the transfer agent 
need only see to the payment of the tax 
on transfers disclosed by the assign- 
ment. 

6. Transfers by less than all fiduciar- 
ies: The rule requiring endorsement of 
all fiduciaries except when excused by 
local law continues unchanged. 

7. Limited interests of transferees: 
The Act excuses the corporation and its 
agents from the duty to inquire as to the 
interest or estate of the transferee, as, for 
example, whether the transferee is a life 
tenant. 

8. Corporate transfers: Corporate 
resolutions and proof of authority to 
sign will be required as heretofore on 
corporate transfers. The Act applies to 
fiduciary authority, not to corporate au- 
thority. When a corporation acts as fidu- 
ciary, the customary resolutions should 
be obtained as to authority of corporate 
officers to act and sign. 

9. Inscriptions: The requirement of 


Rule 94 of the Stock Transfer Associa- 


tion Rules regarding proper inscriptions 
on certificates should be observed. 

10. National bank shares: The Act 
does not apply to securities of a bank 
organized as a national banking corpo- 
ration under Federal law. 

11. Decedents: When the security is 
registered in the name of a decedent. an 
assignment by an executor or adminis- 
trator requires: (a) letters of office cer- 
tified within 60 days, (b) inheritance 
tax and (c) Federal stock 
transfer tax. When the security is al- 
ready registered in the name of the exe- 
cutor or administrator, only the transfer 
tax need be checked. No other support: 
ing documents, affidavits, or papers of 
any kind are needed for transfers by an 
executor or administrator. This includes 
transfers to a purchaser, distribute. 
trustee, nominee, or the fiduciary indi- 
vidually. 


consent, 


12. Minors and incompetents: When 
the security is registered in a minor’s or 
incompetent’s name, an assignment by 
a guardian or conservator requires a 
copy of letters of office certified within 
60 days. No other supporting documents, 
birth certificates, or papers are needed 
for transfers by a guardian or conserva- 
tor. This includes transfers to the ward, 
to a purchaser, and to the guardian or 
conservator individually. 

13. Trustees: No supporting docv- 
ments are required on assignments by 
the registered owner to a trustee, and 
the corporation may assume the trustee 
continues to be such thereafter until it 
receives written notice to the contrary. 
No supporting documents are required 
on assignment by a trustee of a security 
registered in the trustee’s name. 

An assignment by a successor or sub- 
stitute trustee requires a certified copy 
of letters of trusteeship not more than 
60 days old, or if not court appointed, a 
copy of appointing document. 

14. Actual or constructive notice: 
Where documents are furnished, wheth- 
er or not such documents are required 
under the Act, unrelated matters in the 
instruments do not constitute notice. 
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Thus, where evidence of appointment is 
required, no other matter contained in 
the appointment or annexed documents 
need be considered. 

15. Adverse claims: Under Section 4 
of the Act, procedures should be estab- 
lished for handling “stop transfer” no- 
tices and adverse claims, including a 
form letter for claimants that a security 
has been received for registration and 
will be completed unless restrained by 
court order within fifteen days from the 
date of the letter. 

16. Unnecessary documents: Docu- 
ments received which are not required 
under the Act should be returned. Docu- 
ments held in active files and no longer 
required under the Act may be returned 
or sent to archives. 


Progress Toward Uniformity 


New Jersey is the corporate home of 
many of America’s foremost corpora- 
tions: Standard Oil of New Jersey, U. S. 
Steel, Republic Steel, among others. The 
Utopia of having the same set of rules 
on this subject in all of the States or Ter- 
ritories is a long way off but if New 
Jersey becomes the fourth state to enact 
a model act we will be just that much 
farther along the road. 

In the process of such simplification, 
the various states’ tax waivers will be 
examined and I hope the day will come 
when the only tax waiver necessary will 
be from the state in which the decedent 
has died and that a domicile affidavit 
would be sufficient for consent to trans- 
fer any security except that which is in- 
corporated in the state of decedent’s 
domicile. 

The American Bar Association’s Sec- 
tion of Real Property, Probate and Trust 
Law, has a committee which has drafted 
a simplification act.+ The object is to 
have a uniform procedure for transfers 
of securities whereby all one need do 
is present to the transfer agent the 





+See Sept. 1957 TrusTs AND ESTATES, p. 861. 


certificate with the executor’s assign- 
ment, a certificate that the assignee is in 
fact the executor, and an inheritance tax 
waiver. Support of model legislation 
can bring nothing but benefit to all of 
us. 

A A A 


Vice Presidents Go To School 


Vice Presidents are going to school 
at The New York Trust Company. The 
classes, which are in Corporate Finan- 
cial Management, are given at the bank 
with Professors C. Roland Christensen 
and Charles M. Williams of the Harvard 
Graduate School of Business Administra- 
tion leading two-hour seminar discus- 
sions each week. Conceived as an exten- 
tion upward of the bank’s overall train- 
ing program, the current course is built 
around actual case problems drawn from 
Harvard files. 

The first phase of the seminar pro- 
gram, centered in case studies in cor- 
porate financial management. The sec- 
ond phase (started recently) covers cor; 
porate administrative policy. The 
bankers put themselves in the role of 
corporate financial officers in develop- 
ing effective answers to the corporation’s 
problems. Since most of the key issues 
represent judgement issues, differences 
of opinion are spirited. Issues discussed 
to date include appraising costs of capi- 
tal, capital structure, investment oppor- 
tunity, analysis, dividend policy, re- 
capitalization and reorganization. Topics 
selected are ones outside the day to day 
routine of the bank officers. A third 
series will start in January under direc- 
tion of Associate Dean R. H. Hassler of 
Harvard “Cost and Financial Ad- 
ministration.” 

The bank’s internal education pro- 
gram consists of three further lines of 
training: an orientation course for new 
employees to familiarize them with bank- 
ing procedures and specific practices of 
The New York Trust Co., a basic course 
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on detailed functions of various de- 
partments and, for officers, department 
heads and supervisory personnel an ad- 
vanced course to explain reasons back of 
procedures and to cover more technical 
phases of banking and trust work. 


A A A 
PROCEDURE FOR GIFTS TQ MINORS 


The Association of Stock Exchange 
Firms has reissued an updated reprint 
of its 12-page pamphlet “Gifts of Se- 
curities or Money to Minor Children.” 
A table shows the manner of registra- 
tion under the Model or Uniform Gifts 
to Minors Act adopted in 40 States and 
three Territories, and the brochure an- 
swers 42 questions. 

A A A 
COLUMBIA GETS MORE SMALL BEQUESTS 


An increasing number of bequests rang- 
ing from $50 to $1,500 are noted in a 
report by the Committee on Bequest 
Services of Teachers College, Columbia 
University, at the end of its fourth year 
of work. Teachers, nurses, schoo] super- 
intendents and college professors have 
notified the college of their plans to make 
gifts, by will or life insurance, to sup- 
port their special fields of interest. Gifts 
of securities are not uncommon, and 
gifts of real estate and extensive library 
collections, as well as cash bequests, are 
in will provisions by alumni. 
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Operation Face Lift 


IMPROVING OUR COMMUNITIES 


ROY W. JOHNSON 


Executive Vice President, General Electric Company 


N& TOO LONG AGO, CONCERN OVER 
slums and blight and better hous- 
ing was confined to people apt to be 
called “do-gooders.” And usually, the 
term “soft-hearted” was used as a pre- 
fix to that designation. 

Today, the fellow who arises in city 
council meeting to urge on municipal 
government the need for comprehensive 
city planning and for accelerating the 
community’s program for renewing it- 
self is very likely to be a businessman 
or industrialist, a lawyer or trustman, 
an investment specialist or insurance 
executive — the kind to whom the ad- 
jective “hardheaded” is most commonly 
applied. 

This merging of these important com- 
munity forces — and a great many other 
equally potent elements in between the 
extremes of “soft-hearted” and “hard- 
headed” — was no shotgun marriage. 
It came about as a result of the recog- 
nition of these basic facts: 


Obsolescence — both physical and 
functional — presents a clear and 
growing threat to our cities. 


Population increases and the shift of 
people to urban living have rendered 
cities incapable of fulfilling their pur- 
pose — serving the people. 


Everyone has a vital stake in the 
smooth and efficient operation of our 
cities and a responsibility for im- 
proving urban living and environ- 
ment. 

Only by close’ cooperation with 
elected officials and with one an- 
other can citizens achieve the better 
conditions we all want. 


From recognition of these facts is 
emerging a manifestation of the demo- 
cratic process we know as the urban re- 
newal movement, a citizen-inspired ef- 
fort to provide order and method for 
the inevitable growth our cities and 
their environs must undergo. It is a co- 
operative undertaking by dedicated peo- 
ple determined that our home environ- 
ment shall grow better. 

An increasing number of financial 
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interests — trustmen, bankers and the 
attorneys representing them — are in 
the vanguard of those spearheading this 
recognition that the quest for good gov- 
ernment and community progress is 
everybody’s business. They are serving 
on planning commissions, joining and 
organizing citizen groups — both at the 
community-wide and neighborhood lev- 
els—and providing much needed know- 
how and initiative. Those in a position 
to direct funds to civic causes are recog- 
nizing that the upbuilding of our way 
of life and the insurance of a sound 
economy through better living are 
among the most worthy of such causes. 


Financial-Legal Leadership 


There are innumerable examples of 
leadership being provided by financial 
and legal experts. From its inception, 
every citizen organization needs the as- 
sistance of an attorney — to get or- 
ganized, to insure tax-free status for 
contributions made to it by proper or- 
ganization as a non-profit unit. Each or- 
ganization needs financial counsel and 
advice, as well as assistance and the 
leadership of trustmen and bankers, It 
is gratifying to report this assistance 
and leadership are being provided. The 
following will illustrate the point: 

In Dyersburg, Tenn., a young attorney 
took a leave of absence from his prac- 
tice to serve as coordinator of his 
community's revitalization beginnings 
throughout the year a Federal demon- 
stration grant was being used to launch 
an urban renewal program. He ar- 


ranged meetings, directed educational ef- 
forts, enrolled community leaders in the 
movement, enlisted city-wide support 
and helped reconcile conflicting points 
of view. 


Another lawyer — in a Chicago neigh- 
borhood organization — gave up his 
practice to become executive secretary 
of an area planning association. He or- 
ganized volunteer groups from the ranks 
of local businessmen and residents, sur- 
veyed the neighborhood and _ reported 
violations of building codes, conducted 
seasonal cleanups of lots and alleys, and 
successfully campaigned for elimination 
of substandard housing. 


In Newark, N. J., a bank president 
heads the Greater Newark Development 
Council. The Council was incorporated 
as a non-profit organization to raise 
funds from interested corporations and 
individuals and to expand research pro- 
grams on redevelopment and _ general 
civic betterment. The Council supplies 
the cohesive force behind the activities 
of the Economic Development Commit- 
tee of Newark. Five of the eighteen mem- 
bers of the Council are bankers, 


Half a dozen years ago, scarcely more 
than half a dozen cities had any kind of 
renewal programs, and those were large 
ones. Today, some 400 communities, 
large and small, are engaged in revital- 
izing themselves or have plans for doing 
so. The one thing all have in common 
is the major role played by citizen or- 
ganizations in pressing for the improve- 
ments needed to upgrade living condi- 
tions. 

The extent and growth of this citizen 
interest are reflected in the activities in 
the last year of acTION (American 
Council To Improve Our Neighbor- 
hoods), national organization dedicated 
to improvement of homes, neighbor- 
hoods and communities and to preven- 
tion and elimination of slum conditions. 
In the last twelve months, nearly 1,500 
citizen groups have communicated with 
ACTION, seeking information and ad- 
vice regarding conservation, rehabilita- 
tion and redevelopment, and making use 
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of publications and other material pro- 
vided by the national group. More than 
700 such citizen groups — ranging 
from community-wide organizations io 
neighborhood and even block groups — 
have formally designated Group Corre- 
spondents to maintain two-way liaison 
with ACTION, 

In wide-spread citizen participation 
lies the key to the future of our cities. 
Under our form of government it is 
only when officials have citizen under- 
standing and support that they venture 
to undertake the necessary actions af- 
fecting so many people. 

In this growing effort of citizen co- 
operation with elected officials, the peo- 
ple, who in reality are the stockholders 
of our cities, are emulating the stock- 
holders of successful businesses who 
have supported their managements in 
the post-war decade when these manage- 
ments had the courage and foresight io 
plan ahead. Such concerns have been 
successful. Our cities, too, can be suc- 
cessful if they act promptly to provide 
for the future. 

Because many cities have just grown, 
in response to population pressures, giv- 
ing wherever the pressure was greatest, 
the need for quick action is of the ut- 
most importance. The combination of 
more people and more care constitutes 
the most obvious symptom of the dis- 
ease from which our communities are 
suffering. Traffic jams last year cost the 
nation an estimated 5 billion dollars, 
proof of the inefficiency of our urban 
operation. In the last quarter century 
we have halved the time it takes to go 
across the country, but doubled or 
tripled the time it takes to go across 
town. 


Forecasts Are Too Modest 


In 1946 the Census Bureau forecast 
a population of 150 million in the U.S. 
by 1955. But by 1955 there were nearly 
167 million. This forecasting error of 
17 million people — more than the 
entire population of Canada — was cou- 
pled with a like error in estimating the 
number of automobiles we would have 
to contend with. In 1946, forecasts held 
there would be 36 million cars by 1955. 
Actually, there were 52 million cars 
registered in 1955. 

By far most of the population and au- 
tomobile increases have taken place in 
and around our cities. Nearly three 
quarters of all the new homes con- 
structed in the unparalleled post-war 
building boom have been built in metro- 
politan areas. More than half the na- 
tional wealth is invested in urban real 
estate. Three quarters of all our manu- 
facturing and selling activities take place 
in and around cities, and upwards of 
90% of our 
from urban activities. 

These greater numbers of people, plus 
the growing importance of our cities as 
production centers in our national econ- 
omy, dictate immediate and farsighted 
action to remake our cities. The metro- 
politan areas must be able to do much 
more than merely “accommodate,” they 
must emulate successful businesses. 


national income results 


How Fast Are Cities Growing? 


We are told that there will be an in- 
crease of from 25 to 28 million people 
in the next ten years. This will bring 
a corresponding increase in the number 
of automobiles, and most of these new 
people and automobiles will be in and 
around our cities. 
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The increase does not take place all 
at once, at the end of the period of 
time for which the projections are made. 
These figures mean we have more peo- 
ple today than we had yesterday, and 
tomorrow there will be still more. 

There are now 7,200 more persons in 
the United States than there were twenty- 
four hours ago. Tomorrow, there will be 
7,200 more than there are today. For 
every minute the net increase in our 
population amounts to five people, and 
every hour the increase is 300. 

Depending on what we do — and do 
quickly — to prepare for such a con- 
tinuing increase, every day we can have 
7,200 additional happy, productive, com- 
fortable citizens, contributing to the 
ever-growing economy our way of life 
requires; or we can have 7,200 more 
drivers cluttering our streets and trying 
to share the already overcrowded hous- 
ing situation with us, contributing to 
the greater inadequacy of our schools, 
our hospitals, our highways, and our 
water and sewerage systems. They can 
become integrated parts of a society 
based truly on the importance of the 
individual, and contribute their share 
toward upholding and enhancing that 
ideology; or they can be engulfed by 
hopelessness and the sense of futility 
which overcrowding and substandard 
living induce, and thus fail to achieve 
the good citizenship their country re- 
quires of them. 

Urban renewal is just as concerned 
with people as it is with structures. It 
strives to protect the dignity of people, 
to enlarge their opportunities for per- 
sonal growth, to assure them at least 
the minimal conditions conducive to 
reasonable health, happiness and tran- 
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schotts Alley, in Washington, D. C., with Senate building in background in both the before and after views of this development project. 
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quility. Urban renewal seeks to reverse 
a hitherto all-but-ignored trend toward 
preoccupation with techniques, to the 
detriment of people. Urban renewal can 
dispel the paradox of American life 
which finds that, with all our produc- 
tive genius, with all the creative imagina- 
ation and _ resourcefulness we have 
shown, we have not solved the problem 
of people who live in cities, have not 
untangled the frustrations which the 
scientific developments and inventions 
of this remarkable century have en- 
meshed bewilderingly in our urban net- 
work. 

The so-called “hard-headed” elements 
in our society, business and industry, 
must provide major leadership and sup- 
port for urban renewal, since they have 
most at stake. They will surely foot most 
of the bill in the certain loss of business 
and values facing communities which 
fail to prepare to serve more people 
better. 

Business and industry, and those who 
invest in them, can do much to assure 
that long-range planning for our cities 
will not continue to be the great omis- 
sion it has been thus far. These are the 
people who have learned to do an effec- 
tive job of five-year and ten-year plan- 
ning, and in some instances 15-to--20- 
year planning. They must contribute 
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that knowledge to put an end to the 
day-to-day or year-by-year considera- 
tions now prevalent in municipal opera- 
tions. 

These elements of our society have a 
dual stake in urban renewal — both 
from the tax-paying and business-volume 
points of view. Since they pay so much 
of all taxes, they must be concerned 
with statistics like the following, com- 
piled by the Federal Works Agency Pub- 
lic Buildings Administration. 

Slums and blighted districts comprise 
about 20% of a city’s residential area, 
but they account for: 


33% of the population; 

45% of the major crimes; 
59% of juvenile delinquency; 
50% of arrests; 

60% of tuberculosis victims; 
50% of disease; 

35% of fires. 


This means that slums swallow up al- 
most half of every tax dollar, or 45% 
of the city service costs. They return 
only 6% of real estate taxes. 

On the business-volume side, there are 
5,000,000 dwelling units that are slums; 
another 20,000,000 in need of major 
repair if they are not to become slums. 
The plain fact is that people living in 
bad housing do not make good custo- 
mers. The people who do not have run- 
ning water have no use for electric 
washing machines, or even plumbing. 
Those whose houses are unpainted and 
dirty have little incentive to buy carpets 
or curtains. Not so obvious, but still 
true, is the fact that those who become 
used to such housing standards are not 
likely to demand higher standards in 
food, clothing, books, entertainment and 
the host of other items contributing to 
the ever-higher economy our country 
must have. Rather they have a depress- 
ing effect — all too often a damaging 
effect on others with whom they asso- 
ciate. 





Urban Redevelopment 


Private investors, in the next decade, 
will pay upwards of $300 billion for 
business and housing construction. They 
must participate in planning a_ better 
urban environment. They must stop re- 
garding planning as something exclu- 
sively “for the long-hairs.” It is up to 
business whether it will be a beneficiary 
of sound planning or a victim of bad 
planning. By providing leadership for 
the rapidly-increasing number of citizen 
organizations, financial and _ business 
leaders can help create an atmosphere 
in which planners recognize that plan- 
ning must be done with, as well as for, 
people. 

In urban renewal, planning is simply 
the scheduling of the inevitable. It must 
be on an over-all basis, not haphazard; 
city-wide in coverage, not piecemeal. 

In urban renewal, there is room for 
everyone. All can contribute, and are 
doing so in the burgeoning citizen or- 
ganizations throughout the country. Re- 
building and upgrading a community 
call for work with the mind as well as 
work with the hands. There must be a 
cross-section of community interests 
represented in leadership. Differences — 
no matter how long-standing or how 
deep-rooted — must be laid aside in the 
common cause. The best possible work- 
ing relationships must be established 
and maintained between citizen groups 
and all relevant civic officials in a true 
demonstration of the democratic process 
of citizens making their desires known 
to their elected officials. 


There is no pat formula for urban 
renewal. Each community must work 
out its own specifics. But the main thing 
is that every community must take some 
action — and soon — for our needs 
are so great and our growth so rapid 
that inaction itself constitutes a policy 
decision — the wrong decision. 

Financial and business leaders can 
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“White House” ruins in Arizona’s Canyon de Chelly, ancient home of a prehistoric race. 
“De Chelly” is believed to be a Spanish corruption of the Navaho “Tse Gi” which means 





lead in promulgating financially sound 
and feasible plans, in initiating needed 
legislation, in establishing information 
centers, in organizing citizen groups, in 
facilitating cooperation with mayors, 
city managers, planning commissions, 
heads of building and health depart- 
ments, and the many others who must 
know they have the support of their con- 
stituents before they realistically can be 
expected to act. 

And action is precisely what is needed 
to reshape our institutions, culture and 
general urban environment if we are to 
meet the responsibilities of our time. 
Our first job in urban renewal, which is 
a new socio-economic frontier as vast 
and as filled with promise of important 
and lasting benefits as any conquered 
by preceding generations of Americans, 
is a demolition project — the demolition 
of apathy. 

We must promulgate a constructive 
concept which gives high priority to 
the quality of life. We must build a 
philosophic foundation from the eco- 
nomic, cultural and political realities of 


rock canyon. 


the present day, extended and broadened 
by the potentials of improvement, 
imagination and invention. We must 
think of renewal as more than merely 
the improvement of structures. We must 
renew the vision and image of life in 
American cities, as well as the indi- 
vidual’s role in these plans for a better 
life. We must effect a renewal of the 
spirit and reason for our efforts. 


We must put an end to policies — or 
rather, lack of policies — that cost so 
much and help so few. We must, in 
short, champion the design and the plan- 
ning for a better life. What will it profit 
us to be remembered as members of 
this scientific age if ovr concern does 
not focus on people? History will not 
exonerate us for our failures to improve 
the lives of people on the ground that 
we were good technicians. 

Ours is a still-growing economy, and 
we have an environment of rising pro- 
ductivity and advancing technology. 
These must be the most useful of all 
the weapons in our arsenal of expan- 
sion to make our urban civilization not 
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merely adequate for present needs, but 
suitable for the needs of many years to 
come. We have power, capital, man- 
power, machines and materials. We 
need only arouse and maintain a genuine 
and lively desire to produce better en- 
vironment for ourselves. 


Neither the cost nor the magnitude of 
this monumental job need deter us. No 
city can afford not to prepare for the 
future. 

A A A 


Women’s Clubs Aided by Banks 
in Money Management Program 


The New Jersey Bankers Association 
is again assisting that State’s Federa- 
tion of Women’s Clubs in presenting to 
the membership a series of economic and 
financial forums. The program is now 
in its fifth year and the current theme 
is “Money Management.” The sessions 
this year will be of the seminar type, 
each composed of about 25 women who 
agree to attend five one-hour-and-a-half 
meetings as well as to do outside read- 
ing. Three meetings are devoted to trust 
department services. Bankers on_ the 
committee are William G. Davey, senior 
vice president, First National Bank & 
Trust Co., Kearny, and Werner W. 
Haardt, assistant vice president, County 
Bank & Trust Co., Paterson. 
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MACHINE APPLICATIONS 
Sn Smaller rust Departments 


T. W. JOHNSON 





Trust Officer, Mercantile Trust Company, St. Louis, Missouri 


HE TRUST BUSINESS IS BUILT ON CON- 

fidence. There must be confidence 
not only in the corporate trustee’s abil- 
ity to make wise and prudent invest- 
ments but in the system and accuracy of 
its accounting methods. Progress in the 
accounting field has made a veritable 
leap to the machine age of today. 

Steps that must be taken before proper 
consideration can be given to machine 
applications for trust operations include: 

1. Management must clearly establish 
the policies covering trust records and 
the information to be furnished trust cus- 
tomers. It is recommended that manage- 
ment decide immediately when the trust 
system is established that securities be 
carried at nominal values. 

2. Trust accounting must be done ac- 
curately. It must be done daily. It is not 
a fill-in job. An accurate statement with 
a prompt remittance is your most im- 
portant contact with your trust custom- 
ers. 

3. Records to be maintained are: A. 
Original entry tickets; B. Control for 








From address at 26th Mid-Continent Trust Con- 
ference, New Orleans, Nov. 22, 1957. 


daily transactions; C. Permanent rec- 
ords. 

4. Remittances, statements, reports 
and other information must be furnished 
to ‘trust customers. 

When management has decided what 
information is needed both from a rec- 
ord and customer relation point of view, 
it is then and only then possible to deter- 
mine what procedures are necessary to 
obtain this information. 


Doing The Job 


Cash receipt and disbursement entries 
can be written by hand or typewriter. 
If the tickets are written on the type- 
writer, the bookkeeper can do a better 
job posting the ledger and avoid having 
to ask questions because of illegible 
handwriting. The best results are ob- 
tained if bookkeepers are instructed to 
copy the entire entry. If the bookkeeper 
changes the entry the entire explanation 
may be changed. 

A multiple type ticket is suggested 
consisting of the following parts so that 
one writing can do a good part of the 
trust accounting: 





lor 
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1. The security ledger account 


side 
posting (for control purposes, but 
could also serve as the ledger) 


2. The same for issue side 

3. Auditor’s copy also used for de- 
posit of securities in vault 

4, Cash ledger posting ticket 

5. Notice to Investment Section (for 


immediate notice of all 
transactions) 
6. Tax Division (can be used for as- 
sembling tax costs and for prepara- 
tion of tax returns — by using a 
part of the original entry ticket 
the Tax Division is sure to receive 
notice of all items and can take 
steps to obtain the costs immedi- 
ately if they are not available) 
Receipt copy for customer 
. Copy for securities clerk so that 
he will know what items have been 
deposited in vault 


security 


oo “I 


Since the assets received or purchased 
or assets delivered or sold are entered 
on multiple part tickets it is necessary 
that the entries be typed. 

At the end of each day a control blot- 
ter or other record should be prepared 
to show the day’s transactions. The blot- 
ter should be kept by amounts only and 
not in full description of each transac- 
tion. This blotter should be then used to 
adjust the various controls for new con- 
trol balances. The blotter should be pre- 
pared through the use of the adding 
machine. 


Income and Principal 
Before arriving at the type of ledger 
to be used for cash income and princi- 
pal posting it is necessary that manage- 
ment decide whether not all cash 
transaction as well as security control 


or 


should be maintained on one sheet or 
whether separate sheets should be main- 
tained for income cash posting and prin- 
cipal cash and security control posting. 
A careful study of trust business now on 
the books, and of future potential will 
be of real assistance in making this de- 
cision. For a growing trust department 
separate ledger sheets for income and for 


principal have the following advantages: | 


a. A smaller ledger sheet 

b. Easier to post ratio of income to 
principal transactions is probably 
50-1) 


TRUSTS AND EsTATES | 
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ce. Facilitates rendering income state- 
ments monthly, quarterly, semi- 
annually, and principal statements 
annually 

d. Easier reference when questions 
arise concerning income beneficiary 
and remainderman 

e. Benefits the Investment Division by 
eliminating income entries on in- 
vestment information 

f. Easier to send photo copies of the 
ledgers for statements. 


Bookkeeping Machines 


Posting entries for income cash and 
principal cash should be done through 
the use of bookkeeping machines. As- 
suming a cost of $6000 for the book- 
keeping machine and an average life of 
ten years, the expense amounts to $600 
per year or $50 per month. The service 
maintenance charge would be approxi- 
mately $7.50 per month and the result 
is a nominal cost of $57.50 per month 
for machine accounting. If the trans- 
actions in the Trust Department are not 
sufficient to keep the machine busy all 
day, it can be shared with Loans and 
Discounts, Real Estate, general ledger, 
payroll, savings, or possibly other opera- 
tions within the institution. The book- 
keeping machine provides a more accur- 
ate posting and a detailed printed jour- 
nal for each day’s transactions which in 
turn will balance with the daily blotter. 
Officers and employees can rely on the 
balances in the various accounts. Ma- 
chine entries will be typed making future 
references easy, as well as preparation 
of statements, whether typed, photo 
copied or prepared in any other manner. 

Before a machine is purchased a care- 
ful study of equipment used in other 
parts of the bank is recommended. Pos- 
sibly other equipment now used by the 
bank could be used for this purpose until 
the Trust Department is large enough 
to have its own. 


The explanation of the multiple part 
ticket for security transactions noted one 
part for the security ledger account side 
and another for the security ledger issue 
side. It is recommended that where the 
number of security holdings in the Trust 
Department is comparatively small (10,- 
000 individual holdings or less) the se- 
curity ledger record for both the account 
and the issue side be maintained by fil- 
ing the transaction entry tickets. The 
multiple part ticket section for the se- 
curity ledger for receipts or purchases 
can be in the form of a ledger card. The 
part for the sales or deliveries of assets 
can be just an ordinary ticket. If the 
card and the ticket are filed together and 
trial balances are run by adding machine 
tape at least once a month the entire se- 
curity posting can be done by filing. 
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This system is simple and requires little 
time. An adding machine tape of the 
day’s transactions is all that is needed 
to balance with the daily blotter control. 
Trial balances should be made every two 
weeks, but in no event less than once a 
month. 


Maturity Records 


A most important problem is what 
kind of record can be maintained for 
preparation of coupon envelopes, credit 
tickets and vault sheets for maturing in- 
terest, principal and dividends. Here a 
study should be made of the trust prob- 
lem and the entire bank’s problem with 
reference to addressing equipment. 

A simple system of maturities can be 
set up through the use of addressing 
equipment to describe the assets held in 
each account. A code can be used to in- 
dicate the month interest is payable and 
the amount of interest to be received. 
Each month items that mature can be 
listed, coupon envelopes prepared and 
credit tickets listed for entries on the 
books. This saves a lot of worry and typ- 
ing. The same is true for dividends or 
other items having regular maturities. 

The addressing equipment, after a se- 
curity is set up and checked, will list it 
correctly every time. The addressing 
equipment needed to do the trust work 
would cost approximately $4,500. De- 
preciated over a ten year period the 
yearly cost would be $450 or $37.50 per 
month. 

In those trust departments where the 
volume of business does not justify a 
full time bookkeeper arrangements can 


be made to have a clerk or stenographer 
learn to operate the bookkeeping ma- 
chine and thereby obtain a more perma- 
nent and a more accurate record. 


Duplicating Equipment 
Because of the confidential nature of 
trust work, it is advisable to have some 
kind of duplicating equipment. It can be 
used in making copies of trust instru- 
ments, for extra copies of letters, state- 
ments, etc., and to save typing of tax re- 
turns. In this way the papers are always 
under control of the trust department. 
These suggestions have been made on 
the basis of good records at reasonable 
cost, reducing the cost through the use 
of machines wherever possible. As vol- 
ume increases many other changes can 
be accomplished through the use of me- 
chanical equipment, but for the smaller 
trust department it is recommended: 
1. To post ledgers through use of book- 
keeping machines 
2. To use addressing equipment 
3. To use duplicating equipment 
4. To use multiple part ticket for se- 
curity entries 
5. To avoid complications, keep ac- 


counting system as simple as pos- 
sible 


A A A 


e Union electricians are being taught 
how (not what) to think at a special 
school on a union-owned $140,000 estate. 
Thirty top-grade electricians come each 
week on a scholarship that pays not 
only expenses, but $140 to compensate 
for loss of the week’s wages. School 
hours are from 8:30 a.m. to 5:15 p.m., 
and 455 men have taken the course since 
its commencement last June. 
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BUY-SELL AGREEMENTS 
(Continued from page 1192) 


corporation retires the stock of a par- 
ticular stockholder that some taxable 
benefit has accrued to the remaining 
stockholders through the fact that their 
percentage interests have been increased 
with, however, no disbursement of their 
personal funds.”° This fear in turn be- 
comes reflected in concern about the 
corporation paying premiums on insur- 
ance used to fund such an arrangement, 
particularly when cases are occasionally 
reported in which the Commissioner’s 
contention of taxable income to the 
stockholders is sustained. However, as 
noted, in each of these cases it will be 
found that there was some variation in 
the manner in which the transaction was 
effected wherein the mechanics of ihe 
plan were at least partially faulty from 
a tax planner’s standpoint. 

Actually there may not be a total 
escape from tax by the surviving stock- 
holders but only a deferment of tax. As 
already noted, under a stock redemption 
arrangement the surviving stockholders 
acquire an additional percentage of 
ownership, but their original cost basis 
for their stock holdings remains the 


*=For example, see Steinberg ‘“‘Funding Stock- 


Redemption Agreements with Life Insurance,” 35 
Taxes 669 (September, 1957). 
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same. The deferred tax burden will be 
imposed at such time as a surviving 
stockholder sells his stock. The fact that 
the deferred tax may never be incurred 
because of an intervening death of the 
surviving stockholder is no different 
from the total escape of deferred income 
tax upon death of a taxpayer which is 
perfectly permissible in various other 
fields of the income tax law. Tax-free 
exchanges of real property, profit on 
sales of personal residences under pre- 
scribed circumstances, corporate reor- 
ganizations and (at least under present 
law) short sales of securities where the 
same securities with a low cost basis 
are held by the seller are all examples 
of deferred imposition of a iax burden 
which may be escaped entirely in the 
event of the death of the taxpayer. 


Sales Price in Buy-Sell Agreement 


Whether the agreement entered into 
is one between the stockholders alone 
or is between the stockholders and the 
corporation, a matter which will have 
to be given considerable attention is the 
determination of purchase price for the 
shares of stock subject to the agreement. 
That the all too common tendency to 
adopt “book value” is the most unsatis- 
factory type arrangement is illustrated 
by the present situation. According to 
the current balance sheet each stock- 
holder has a $150,000 book value for 
his investment in the business, whereas 
if the present fair market value of the 
assets is taken into account the book 
value of each stockholder’s investment 
would then be $225,000. Also, reliance 
should not be placed merely on a basis 
determined by an “adjusted book value” 
without a clear delineation of the ad- 
justments to be effected. 

In a case such as this with a limited 
number of contracting parties, it would 
appear that an agreed price would be 
feasible with provision made and great 
stress placed upon a periodic review and 





revision of the agreed price. If such a 
procedure is not followed, and in cases 
where there is a multiplicity of con- 
tracting parties making periodic review 
and revision impractical, an agreed upon 
formula method for contract price 
should be set forth in the agreement. 
The earnings of the corporation over the 
past three to five-year period generally 
should be accorded the greatest weight 
in the formula. 

In the case of an agreement funded by 
insurance owned by the corporation, 
consideration must also be given to ihe 
increase in assets of the corporation as 
the result of the insurance proceeds, ac- 
cording to the proposed Estate Tax 
Regulations as already noted.*® Finally, 
the contracting stockholders may wish 
to have the contract price include a 
special adjustment to provide for the 
“wind fall” that may occur to the sur- 
viving stockholders in the event of a 
premature death of a party to the agree- 
ment on whose life an insurance policy 
has been obtained as a part of the trans- 
action.** 


Recommendations 


It would be my initial recommenda- 
tion in the instant case that the stock- 
holders enter into a_ cross-purchase 
agreement as to at least a portion of 
the stock owned by each, thereby assur- 
ing the desired continuity of the business 
under the control of the survivor. It 
would be recommended that each party 
utilize insurance on the life of the other 
for the purpose of funding the agree- 
ment. 

It may be that this would be one of 
those cases in which the clients would 
accept the recommendation of funding 
the stock purchase agreement out of 
their own personal funds. It should be 
noted that over the past three years 


26Note 13, supra. 


27Appleman, “A New Approach to Buy-and-Sell 
Agreements,”’ 30 Taxes 821 (October, 1952). 
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each of them has been paying personal 
income tax on $40,000 of annual profits 
even though only a $30,000 drawing 
was actually being made. Thus in their 
applicable income tax brackets they were 
each paying approximately $5,000 per- 
sonal income tax on profits left in the 
business, and therefore not being cur- 
rently used by them. By leaving that 
amount of profits in the corporation 
after its formation each stockholder will 
be relieved of the burden of paying 
personal tax on funds left in the busi- 
ness, which will be taxed only at the 
corporate rate, with a net result of for- 
mer tax dollars being freed for use to- 
ward payment of premiums. 

In addition, A’s son and the two key 
employees could be made parties of ihe 
agreement to purchase shares on the 
death of either A or B, likewise possibly 
setting aside funds in the form of in- 
surance premiums in order that the 
stipulated purchase price may be avail- 
able. Finally, if it is decided to pur- 
chase still more shares of a deceased 
stockholder, the corporation could con- 
tract to buy shares from the estate of 
the decedent within the limits permitted 
by Internal Revenue Code Section 303. 


Special Considerations 


Upon occasion there has been some 
concern about inter vivos contracts im- 
posing obligations upon the contracting 
partys executor. The point raised is 
that the arrangement is essentially testa- 
mentary in nature, yet not documented 
in compliance with applicable Statute 
of Wills.2* In view of this possibility, it 
may be good practice, after the necessary 
contracts have been entered into, to have 
each contracting party make specific 
reference to the existence of the con- 
tracts in his will, or a codicil thereto, 
with appropriate directions to the execu- 





“This problem contributed to the enactment in 
1955 of California Probate Code Section 850. 


tor to carry out the terms of the con- 
tract. 

Appropriate provision should be made 
for the possibility of deaths of both ihe 
major stockholders within a relatively 
short period of time. Also, in those 
states in which a party’s interest in the 
business may be community property, 
the wives should be made parties to the 
agreement; in the event of the prior 
death of a wife, it is generally most 
practicable if the shares representing 
her community interest, which would 
continue to be subject to the terms 
of the buy-sell agreement, are held in a 
trust under her will from which they 
may eventually be sold at the time of 
her husband’s subsequent death. 

Occasionally a technique is used of 
naming an “additional direct benefi- 
ciary” on insurance used to fund a buy- 
sell agreement. Under this method the 
insurance owned by A on the life of B 
names A as the beneficiary, but also 
names the wife of B as the additional 
direct beneficiary. Then upon the death 
of B, A becomes entitled to the payment 
of insurance proceeds, but upon receiv- 
ing title to the stock being purchased 
by him from B he relinquishes his rights 
as direct beneficiary and B’s wife be- 
comes the beneficiary, usually under an 
installment option method of payment. 
The purpose of this arrangement is usu- 
ally to utilize the insurance policy op- 
tional modes of settlement rather than 
having payment in a lump sum to the 
decedent’s estate or widow, as well as 
to utilize the administrative facilities 
of the insurance company for the re- 
tention and investment of the portion 
of the purchase price not yet paid out. 

My personal recommendation in this 
regard is that, if it is the client’s inten- 
tion not to have all the sale proceeds 
immediately come into the possession 
of his wife, the purchase price be paid 
to his estate and held under the terms 
of a testamentary trust under his will. 
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This latter arrangement would seem to 
provide for more flexibility and indi- 
vidual tailoring to the needs of the 
client’s own family. It would not ap- 
pear that the utilization of the addi- 
tional direct beneficiary technique would 
cause the $1,000 interest exclusion un- 
der Internal Revenue Code Section 101 
(d) to be available to the surviving 
spouse, since the installment payments 
to her are not truly payments of life 
insurance proceeds, but are rather pay- 
ments of purchase price for shares of 
stock sold under the terms of the agree- 
ment. 

Finally, it might be mentioned that 
the mechanics of a buy-sell agreement 
may well be facilitated and compliance 
further assured by the use of a trusteed 
plan. Under this arrangement a trustee 
holds the stock certificates of the con- 
tracting parties together with the insur- 
ance policies. Upon the death of a party 
to the agreement the trustee collects the 
insurance proceeds, makes payment of 
purchase price, and delivers stock certi- 
ficates to the buyer, all in accordance 
with the. terms of te buy and _ sell 
agreement. The trusteed plan can be 
utilized both as to cross-purchase agree- 
ments and as to stock redemption agree- 
ments. 
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TRUST CONFERENCE 
(Continued from page 1178) 


It’s the Costs that Cost 


A trust department is “basically a 
business venture, and like any other 
business should operate at a profit” in 
the opinion of John M. Cookenbach, vice 
president of First Pennsylvania Banking 
& Trust Co., Philadelphia, and of every 
other trustman who wishes to have a 
successful and respected trust operation. 
Until that status is reached — and cost 
analysis is an essential aid to that end — 
a trust department will continue to be 
regarded by bank management as of 
quite secondary consequence. 


The quoting of fees for services whi¢h: 
may be performed for a generation or 
more in the future, especially without 


knowing present costs or allowing elas- 
ticity to meet future inflation or other 
costs, is as unrealistic, Mr. Cookenbach 
said, as it would be for an auto maker 
to quote prices on 1968 models. “How 
can we claim to be well qualified to man- 
age the public’s financial affairs,” he 
asked, “unless we demonstrate ability to 
manage our own affairs in a business 
like manner?” 

A cost accounting program is used to 
establish- realistic fee schedules, to deter- 
mine the profitability and unprofitabil- 
ity of existing accounts, and to uncover 
situations in need of fee renegotiation. 
It will prove beneficial in considering 
the acceptance of new business where 
special circumstances are present. Prep- 
aration and analysis of the activity and 
volume figures developed for the pro- 


gram will also supply a valuable insight 
into the efficiency of operations and will 
permit comparison of future results. 

Unusual services such as the manage- 
ment or sales of a family business, ser- 
vicing large mortgages or real estate 
holdings, or special provisions in an in- 
strument limiting your duties or respon- 
sibilities under certain conditions, repre- 
sent a different problem and require 
special study. Failure to adjust your fee, 
up or down, can result in losing money 
or business or both, but he cautioned 
that the special rate should prevail only 
while such factors existed. 

“Cost figures can also help keep us 
honest with ourselves. There are times 
that all of us may be tempted to ‘sweet- 
en up the quotation’ a little to close an 
attractive piece of business, or be sub- 
ject to the pressure to do so by our com- 
mercial or new business departments. 
A special loan rate by the commercial 
department may last for only a year or 
two, while a reduced quotation by the 
trust department might mean an agree- 
ment to do business at a loss for 25 to 
50 years. 

Concentrated renegotiation programs, 
based on cost figures, have produced 
most gratifying results for many trust 
departments in the postwar years. Such 
figures are also a valuable guide in di- 
recting emphasis of the new business 
program by pointing out the type of ac- 
count returning the most satisfactory 
profit. 


Cost Analysis Seminar 


The seminar on “How to Make a Cost 
Analysis of a Smaller Trust Depart- 
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ment,” conducted by Mr. Cookenbach, 
proved to be one of the most practical 
features of the Conference, and gener- 
ated fully as much interest and partici- 
pation from representatives of some of 
the largest trust departments in the 
country. Supplying each member of the 
audience with a synopsis of the analysis 
forms from the Trust Division’s book 
“Recommended Cost Accounting Pro- 
cedure,” he led them through the steps 
from determination of salary costs, over- 
head allocations, through other direct 
expenses and apportionment of staff time 
and expenses to the department itself 
and then broken down by types of ae- 
counts, all the way to the figuring of 
costs and earnings of an individual ac- 
count. 

Among points of discussion there was 
a consensus that interest allowance on 
net uninvested trust balances on deposit 
should be credited to the trust depart- 
ment, though kept separate from operat. 
ing figures for this purpose. It was noted 
that the rate today averages between 2 
and 214%. Remarking that the number 
of investment units and the market value 
of an account have a direct relation to 
administrative cost, Mr. Cookenbach 
stated that investment and bookkeeping 
costs for a common trust fund (which is 
admittedly economical) can be easily 
determined by dividing by the number 
of investment units and number of ac- 
counts respectively. 

He remarked that the application of 
costs analysis is not difficult or expen- 
sive and seemed to prove so by his lucid 
presentation. It should also be well 
known by now that the A.B.A. system 
is not only thoroughly practical but is 
found to have such slight variations in 
proper weighting from bank to bank as 
to be a reliable yardstick in any section 
of the country. 


Investment Policy 


While the present appears propitious 
for buying high quality long-term bonds. 
especially new issues, and _ preferred 
stocks, while upgrading common stock 
holdings, there is still need for holding 
adequate buying reserves in the stock 
sector “to keep the seat warm for some 
of tomorrow’s real portfolio,” according 
to Richard P. Chapman, president, The 
Merchants National Bank of Boston. 
The lull in the business boom does not 
imply that the needed corrections are 
major ones and the general advance in 
the economy may resume sometime dur- 
ing 1958, according to some economists. 
Nevertheless, the reappraisal in the stock 
market has been salutary, in Mr. Chap- 
man’s opinion, and further price re- 
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sponse to business adjustments will pre- 
sent some favorable buying opportuni- 
ties to those who can exercise patience 
and restraint. 

The speaker commented upon the 
ready availability of detailed investment 
data to assist in decision-making but con- 
cluded that its effect in reducing actual 
risk lies “somewhere between negligible 
and nil.” Even trustees are not immune 
from mass psychology and imitative 
buying of trustee favorites on the prin- 
ciple of “follow the leader” rather than 
investment knowledge may lead to buy- 
ing and selling too late. He reiterated his 
confidence in the use of substantial stock 
ratios, ranging from 50% upwards, for 
most trusts for participation in long term 
growth of the economy but he also made 
it plain that the latter stages of a long 
boom called for an extra margin of cau- 
tion. 


From his more than 40 years back- 
ground in the oil and gas industry, Bur- 
ton A. Hardey, former Conservation 
Commissioner of Louisiana, expressed 
regret that he could not bring the dele- 
gates a very bright picture of the domes- 
tic scene at this time. The petroleum in- 
dustry’s ten year consecutive uptrend of 
about 5% compounded was broken by 
the 1957 rise of an estimated 2.4% only 
and leaders in the field feel that the gen- 
eral economy is flattening out. Costs of 
finding new reserves and getting it to 
the surface are steadily increasing, de- 
spite improved geophysical techniques 
and more efficient recovery methods. 
With average acquisition cost around 
$3.13 per barrel versus average selling 
price of $3.25, the margin is insufficient 
as compared with Middle East costs of 
merely pennies per barrel, which per- 
mits it to be laid down on the Eastern 
seaboard at prices which domestic pro- 
ducers cannot match. Mr. Hardey 
stressed the importance of controlling 
imports lest the domestic industry be 
weakened to the point where it could not 
care for national emergency. 

Gas and oil together furnish about 
two-thirds of the country’s energy re- 
quirements, hence, these sources must be 
kept healthy. The gas industry gives evi- 
dence of still greater growth ahead if ris- 
ing interest rates do not hinder expan- 
sion of distribution facilities and pro- 
vided that passage of the Harris Bill 
freeing gas from price regulation at the 
Wellhead assures an adequate supply for 
swelling consumer demand in areas now 
only partially served. 

The final feature of the Thursday 
afternoon program was the Investment 
Panel moderated by Errol E. Buckner, 
vice president and trust officer, Commer- 
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cial National Bank, Shreveport, Louis- 
iana. The consensus of the four partici- 
pants was that the stock market has not 
yet completed its adjustment to the 
changing factors in the overall economy 
and that it must establish a new base at 
moderately lower levels in line with an 
expected lessened business tempo. The 
time necessary to effect this correction 
will depend upon the severity of the re- 
adjustment but the end of 1958 could 
prove to be a turning point. Bonds are 
favorably regarded at present attractive 
yield levels. For report see p. 1202. 


Executor’s Tax Problems 


Seeing little hope for statutory simpli- 
fication of the executor’s tax problems 
in the future, Byron E. Bronston, second 
vice president of Continental Illinois 
National Bank & Trust Co., Chicago, de- 
clared that “Wise drafting of wills can 
often ease the executor’s burdens as 
well as his risks. However, the seeming 
inconsistency between tax concepts and 
fiduciary accounting procedures and 
principles may never be entirely re- 
solved.” If any appreciable simplifica- 
tion can be achieved, there must be a 
balancing of the desirable theoretical 
objectives with the hard facts of ex- 
perience, Mr. Bronston asserted. 

The speaker considered the following 
unresolved tax problems of the executor 
involved in (1) qualifications of the 
widow’s award for the marital deduc- 
tion; (2) distributions of property out 
of the estate during administration, 
which are not exceptions within Sec. 
663 (a) of the Code; (3) use of ad- 


ministration expenses as income tax de- 


ductions; (4) allocation of the Federal 
estate tax where there are _ nontesta- 
mentary assets; and (5) the close of 
the taxable year upon the death of a 
partner. 


These questions were covered sub- 
stantially in Mr. Bronston’s American 
Bar Association Committee Report, pub- 
lished in the September issue of TRusTS 
AND ESTATES at page 887. 


The Smaller Trust Department 


A pension or profit-sharing trust is 
not much different from any trust and, 
given satisfactory answers to three ques- 
tions, there is no reason why a smaller 
trust department should not handle this 
type of business. This is the position of 
Robert S. Swaim, vice president of The 
First National Bank of Chicago, who 
addressed the third session of the Con- 
ference. The questions relate to the local 
demand for such service, the compe- 
tency of the trust department personnel 
and the adequacy of compensation. Mr. 
Swaim’s paper is excerpted at page 1224. 


The opportunities for effective use of 
machines in smaller trust departments 
were discussed by T. W. Johnson, trust 
officer. Mercantile Trust Co., St. Louis, 
Mo., who observed that the customer 
needs to have as firm confidence in a 
corporate trustee’s accuracy of account- 
ing as in istinvestment judgment. He 
first enumerated the policies covering 
trust records and information that must 
be established by management, and then 
showed that within this framework 
machines available to a smaller trust 
department could be used to simplify 
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the work. His remarks are excerpted at 
p. 1240. 

Describing the methods used in his 
bank for developing trust business, J. H. 
Schilder, vice president and trust officer, 
Security National Bank, Sheboygan, 
told the Conference that the first move 
his bank made upon entering this field 
was to create a full-time trust officer. 

From the beginning, the department 
had active support from the president 
and bank staff, as well as the directors, 
Mr. Schilder said. All officers have a 
hand in keeping the prospect list up to 
date. The Bond Department supplies 
names of regular large bond purchasers, 
people who sell stock rights, convert de- 
bentures, etc. The commercial tellers 
watch for substantial personal deposits 
of dividend checks. The Note Depart- 
ment reports borrowers with substantial 
collateral. If one of these leads results 
in a will appointment or a living trust, 
it is announced at an officers’ meeting, 
giving credit where credit is due. The 
Trust Department is still on the main 
bank floor and the bank staff considers 
it part of the immediate family — no 
‘out of sight, out of mind.’ The business 
actively solicited, the speaker said, falls 
into three general categories: wills and 
testamentary trusts, pension and profit 
sharing, and living trusts. The approach 
differs in each case. “We are satisfied 
that wills and testamentary irusts are 
matters of general interest and lend 
themselves to the broad coverage af- 
forded by newspapers and radio 
The past two summers we have con- 
ducted a telephone survey. Each survey 
covered over 1,000 homes (out of 
10,000) and indicated that our program 
reaches almost one-third of the homes 
in the city. 

“The first few times we pushed trust 
services on the radio we had a little 


1246 


y Ewing Galloway, N. Y. 


The “Amy Hewes” at a plantation landing on the Bayou Teche 
in the Acadian country of Louisiana. 


trouble with the news- 
cas‘er inviting every 
one in Sheboygan to 
name The Security 
National Bank as his 
executor; but after 
that was straightened 
out, it proved to be 
very effective adver- 
tising.” 

Mr. Schilder de- 
voted nearly half his 
talk to a discussion 
of pension and profit 
sharing business. 
These plans tend to 
benefit both the com- 
pany and the individ- 
ual executive, and 
“very few men will 
give a flat ‘no’ to the chance of $130,000 
capital gain at retirement.” 


Once several of these plans are on the 
books, additional advantages accrue: 1. 
The department gains valuable experi- 
ence; 2. The bank is in the position of 
protecting the interests of all the em- 
ployees; 3. You have a “foot in the 
door” when calling on your competi- 
ior’s customers. 


Changes in The Code and Regulations 
were discussed by the speaker as oppor- 
tunities for new business. 
quoted in part as follows: 


These are 


“1. A fixed formula for determining 
the amount of the contribution is no 
longer an Internal Revenue require- 
ment for qualified plans. Since the 
Fair Labor Standards Board has not 
waived this requirement we usually 
recommend a formula be included in 
the plan. However, the company may 
amend the formula from year to year 
by action of the Board of Directors 
without having to submit the amend- 
ment to the Director of Internal Rev- 
enue for approval, It’s an attractive 
option... 


“2. More exciting in its implication 
for the individual participant of a 
profit sharing plan is Internal Rev- 
enue approval of a clause allowing the 
participant to direct the trustee as 
to how his individual share of the 
profit sharing trust is to be invested 

(the speaker gave illustrations 
of an executive wanting to sell com- 
pany shares to his profit sharing ac- 
count in order to get cash, to obtain 
a house mortgage from his profit shar- 
ing account, or to use part of his 
account for risk growth investment). 


“3. Last month we received Revenue 
Department approval of rather sub- 
stantial changes in two agreements 
(including) the following clause: 
‘Each participant, at his option, shall 
have the right to contribute to the 
trust annually in reasonable amounts.’ 
This is attractive by itself for the ex- 
ecutive who has income available for 





investment . . . his funds compound 
tax free until retirement...” 


In closing the speaker listed the fol- 
lowing sources of assistance for trust 
development in the small bank: Trust 
Division of the A.B.A.; F.P.R.A.; Fidu- 
ciary Publishers “not only for Trusts 
AND EsTATES, but also for other very 
helpful publications;” firms specializing 
in trust promotion; and trust officer 
membership in a country club or com. 
parable social organization. 


Another Broadway Estate 


Stories revolving around Wills or 
Trust Funds or originating from 
them have formed a large part of litera- 
ture through the centuries, and have of- 
ten been the theme of plays. This is so 
today, but the frequency has been stepped 
up. The latest addition to the Broad- 
way boards is a light-bodied story titled 
“The Day the Money Stopped” scheduled 





From jacket by Alice Smith for 
“The Day the Money Stopped.” 


for February opening. The central char- 
acter has little of it and gives a picture 
of self-pity when the family estate also 
escapes his feeble clutches. 

The book,* by Brendan Gill, does per- 
form a service in spotlighting some of 
the cheap bravados of today’s synthetic 
sophisticates who rose from third grade 
to post-graduate degree in one genera- 
tion on hard-earned money. The “climax” 
for our professional roué is a domestic 
harangue following his virtual disinher- 
itance — because he had been given s0 
much to squander year by year. One 
can’t help feeling sorry for the — reader, 
but it can make a most effective dialogue 
as dramatized by Maxwell Anderson. 

There is such a wealth of contrast, 
humanity and inhumanity, cause and ef- 
fect generated by wills and trusts that 
they deserve a far more extensive con- 
sideration than they have received at 
the hands of all but a few modern 
authors. 


*Doubleday and Co., New York; 193 pp. $2.95. 
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TRUST PERSONNEL CHANGES 


ALABAMA 

Birmingham Frank A. Plummer elected president, 
BIRMINGHAM TRUST succeeding John S. Coleman, elected 
NATIONAL BANK board chairman (which duties he has 
performed since 1950) and who con- 
tinues as chief executive officer. Plummer has been senior 
vice president of First NATIONAL BANK, Montgomery. He 
received a Masters degree from U. of Syracuse and is a 
graduate of the Graduate School of Banking, Rutgers U. 

Coleman has been president since 1937. 


CALIFORNIA 

Harris C. Kirk becomes president and 
chief executive officer with retirement 
of James K. Lochead as board chair- 
man, a position now _ abolished. 
A graduate of U. of California, Kirk joined American Trust 
in 1921. He is a past president of the Association of Reserve 
City Bankers. Lochead will continue as a director and mem- 
ber of both executive and trust committees, 


Los Angeles & 

San Francisco 
BANK OF AMERICA 
N.T. & S.A. 


AMERICAN 
TrRuST Co. 


Harry M. Bardt elected executive 
vice president at Los Angeles head- 
quarters, transferring from San 
Francisco after the first of the year. 
J. R. Johnson will succeed him there 
as vice president and senior trust officer to head Statewide 
trust department activities, a position which Mr. Bardt held 
since 1947. 

Bardt will retain membership on the directors’ general 
trust committee and on the trust investment committee. He 
has served as president of the trust division, American 
Bankers Association, as president of Southern California 
Trust Officers Association, and as chairman of the trust 
division of California Bankers Association. 

Johnson has been vice president and trust officer in charge 
of the Southern California division since 1947, and will now 
transfer to San Francisco. 


COLORADO 
Boulder William J. Bowe, who is Professor of 
NATIONAL Law at U. of Colorado and nationally 


STATE BANK known authority on estates, trusts and 
taxation, appointed estate planning 
consultant and tax adviser to its trust department. He was 
lecturer at Harvard Law School from 1946 to 1948 and 
Professor of Law at Vanderbilt U. from 1948 to 1956. 
Professor Bowe is the author of “Tax Planning for 


Estates,” now in its third edition, and numerous other works. 


CONNECTICUT 


Hartford John O. Brotherhood, Jr. named man- 
HARTFORD NATIONAL ager of the combined public relations 
3ANK & TrusT Co. and advertising department. A gradu- 

ate of Dartmouth in 1950, cum laude 
and a Phi Beta Kappa, Brotherhood is vice president of 

Graceman Advertising, Inc., advertising counsel for the bank. 





HARRY M. BARDT 
-Los Angeles 


FRANK A. PLUMMER 
Birmingham 


JOHN S. COLEMAN 
Birmingham 
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Waterbury Kenneth A. Smith elected asst. trust 
COLONIAL officer, having formerly held that title 
TRusT Co. with NEw HAVEN BANK N.B.A. 

Waterbury Mary E. Brosnan promoted to trust 
WATERBURY officer. 

NATIONAL BANK 
FLORIDA 


Miami 
FLORIDA NATIONAL 
BANK & TRUST Co. 


Norton B. Nichols elected asst. trust 
officer. He was previously with NEW 
HAVEN (Conn.) BANK where he held 
the same position. 
Miami 
LITTLE RIVER 
BANK & Trust Co. 


Douglas R. Bell appointed asst. trust 
officer. A graduate of U. of Southern 
California, Bell came from a position 
in charge of trust activities in six 
offices of PHILADELPHIA (Pa.) NATIONAL BANK in Bucks and 
Montgomery Counties. 


Palm Beach 
BANK OF 
PALM BEACH 


John N. Morris named vice president 
and trust officer. He was formerly 
asst. trust officer with GENESSEE VAL- 
LEY UNION TrRuST Co. of Rochester, 


N.. ¥. 
GEORGIA 
Atlanta William Matthews recently retired as 
FULTON vice president and trust officer to ac- 


NATIONAL BANK cept a full-time position as executive 
secretary of the Federal Deposit In- 


surance Corporation in Washington. 


ILLINOIS 


Trust department appointments were: 
Norman W. Reed advanced from trust 
officer to second vice president; 
Francis J. Milligan, Jr., from as- 
sistant secretary to trust officer; and Grant F. Watson newly 
elected assistant secretary. 
Mattoon 
NATIONAL BANK 
OF MATTOON 


Chicago 
CONTINENTAL ILLI- 
NOIS NATL. BANK 


Clark W. Brogan appointed asst. 
trust officer. 


INDIANA 
Goshen Robert R. Webster elected trust officer 
SALEM BANK to head the trust department, coming 
& TRUST Co. from Columbus where he served as 


asst. trust officer of IRWIN-UNION 
BANK & Trust Co. C. Edwin Stout, chairman, and Carlyle 
W. Pickering, executive vice president who administered 
the trust department in the past, will remain in an advisory 
capacity. The department has grown to such an extent as 
now to warrant a full-time trust officer. 


IOWA 


Henry G. Peterson elected a trust 
officer. Peterson joins the bank after 
a long career with the Internal Rev- 


Des Moines 
VALLEY BANK 
& TrRustT Co. 





Harris C. KIRK 
San Francisco 


J. R. JOHNSON 
San Francisco 


J. O. BROTHERHOOD, JR. 
Hartford 
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NORMAN W. REED 
Chicago 


HArrRY A. FUNKE JOHN A. MOORHEAD 
Wichita Minneapolis 


enue Service, where he was a tax instructor, conferee in 
disputed tax cases and head of the pension and profit 
sharing trust division for the Iowa district. 


Wichita 
FouRTH 


NATIONAL BANK 


Portland 
CANAL 


NATIONAL BANK 


Detroit 


DETROIT BANK 
& Trust Co. 


KANSAS 


H. A. Funke named vice president 
and board vice chairman. With the 
bank since 1922, Funke has _ been 
active in the trust investment divi- 
vision. 


MAINE 


Sewall C. Strout elected to the newly- 
created post of senior vice president. 
He joined the bank in 1930 as a vice 
president and trust officer. 


MICHIGAN 


Norman D. Lau appointed asst. vice 
president and asst. trust officer in the 
property management department of 
the trust office. Lau is secretary and 


director of Detroit Real Estate Board and vice president of 
Detroit Home Improvement Association. 


Minneapolis 


NORTHWESTERN 
NATIONAL BANK 


MINNESOTA 


John A. Moorhead elected president 
succeeding Joseph F. Ringland, who 
died November 8; Henry T. Rutledge 
appointed executive vice president. 


Moorhead joined Minnesota Loan & Trust Co. where he 
served in the investment division of its trust depar‘ment. 
Upon merger with Northwestern in 1934, he transferred 
to the bond department, handling the bank’s investments. In 
1950 he was named head of one of the bank’s loaning divi- 
sions, and in 1955 appointed executive vice president. 

Rutledge also began his banking career at Minnesota Loan 
& Trust Co. where, in the trust department, he headed the 
tax division and later the pension division. In 1948 he trans- 
ferred to the commercial department in charge of the bank’s 
business development, later also assuming responsibility for 
advertising and public relations. 
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continued business relationship. 





Trenton 
TRENTON 


BANKING Co. 


Albany 


STATE BANK 
OF ALBANY 


New York 
BANKERS 
TRUST Co. 


New York 
CHASE 


MANHATTAN BANK 


H. T. RUTLEDGE 
Minneapolis 


T. H. WARNER ARTHUR GARDNER 
Trenton New York 


NEW JERSEY 


Theodore H. Warner named vice 
president and trust officer succeeding 
the late W. C. Matlack, Jr. Warner 
has been with Trenton Banking since 
1939. 


NEW YORK 


George F. Agor promoted to vice 
president and trust officer; Paul C. 
Vander Mel to asst. vice president 
and trust officer; and Edwin W. Uhl 
Jr., to trust officer. 


Arthur Gardner, one-time trust offi- 
cer and formerly asst. vice president, 
named vice president. Harold F. 
Adams of the trust department ap- 
pointed assistant secretary. 


Jean M, Lindberg promoted from pen- 
sion trust officer to vice president in 
the trust department; also in that 
department, Henry T. Knittel ad- 


vanced to pension trust officer, and James J. Menaghan, 
Robert P. Potter and Risdon G. Wright named assistant 


treaurers. 


New York 


GUARANTY 


Trust Co. 


Dale E. Sharp elected president and 
a director to succeed William L. 
Kleitz, whose death occurred Novem- 
ber 19 as the result of an accident. 


Sharp, formerly executive vice president, is a graduate of 
Washburn College and holds an MBA degree from New 
York U. School of Business Administration. 


New York 
HANOVER 
BANK 


Named assistant secretaries were: 
Charles B. Grimes, Jr., personal trust 
administration; John G. Nicholson, 
Fred L. Rush and James A. Turley, 


Jr., will review and estate analysis; and Mario P. Regna, 
trust administration, named assistant treasurer. 


May we always deserve it. 


TRACERS COMPANY OF AMERICA 
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Ss % Merry Christmas & & 


Our best gift this Christmas is the knowledge of your 
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BENJAMIN STRONG 
New York 








DALE E. SHARP 
New York 


J. M. LINDBERG 
New York 


New York Lawrence L. Carter advanced to asst. 
IRVING vice president. With Irving since 
TRUST Co. 1928, Carter is with the corporate 

turst division. 


New York 


SCHRODER 
TRUST Co. 


Joseph J. Granahan, asst. vice presi- 
dent, also named trust officer; Philip 
H. Stroh made asst. vice president and 
asst. trust officer. 


New York 
UNITED STATES 
TrusT Co. 


Benjamin Strong elected chairman of 
the board and Hoyt Ammidon ap- 
pointed to succeed him as president, 
effective January 1. Strong also con- 
continues as chief executive officer. 


Since 1953 Ammidon has been associated with Vincent 
Astor as a partner of Astor & Co., and vice president and 
trustee of the Vincent Foundation from which positions he 
will retire at year-end. Ammidon joined Hanover Bank 
after graduation from Yale in 1932, was elected vice presi- 
dent in 1950, serving both in trust and commercial banking 
departments, 

Strong joined the United States Trust in 1933 as vice 
president, and has been president since 1947. 


NORTH CAROLINA 


Paul Wright, Jr., former executive 
vice president, elected president to suc- 
ceed Ben R. Roberts, who resigned to 
become North Carolina Commissioner 


Durham 
DURHAM BANK 
& TRUST Co. 


of Banks. 
Greenville Ralph P. Hardee promoted to trust 
GUARANTY BANK officer. 
& Trust Co. 


Charles E. Norfleet, vice president and 
trust officer, will retire January 1 but 
will continue to serve on the trust in- 
vestment committee. He has been 
with the company since 1927. 


Winston-Salem 
WACHOVIA BANK 
& Trust Co. 











CALVIN GARWOOD, JR. 





Hoyt AMMIDON G. V. HENTHORNE 


New York Providence Houston 
OKLAHOMA 
Guthrie Rolland Sifers promoted from cashier 
FIRST ard trust officer to vice president and 


NATIONAL BANK trust officer. 


Tulsa Dolpher F. Trantham joined the trust 
NATIONAL BANK department as supervisor of estate, 
OF TULSA gift and income tax matters. Tran- 


tham, with the Internal Revenue De- 
partment since 1935, held the post of senior estate and gift 
tax examiner in the Tulsa office. 


PENNSYLVANIA 


Philadelphia H. E. Shortlidge appointed real estate 
GIRARD TRUST CoRN officer in charge of the real estate 
EXCHANGE BANK division of the trust department. 


RHODE ISLAND 


Providence Granville V. Henthorne promoted 
RHODE ISLAND from asst. trust officer to trust officer. 
HospitaL Trust Co. Henthorne joined Hospital Trust in 

1931, is past president of the Provi- 

dence Chapter of American Institute of Banking, and a 

graduate of Rutgers Graduate School of Banking. 


TEXAS 


J. S. Whitworth retires December 31 
as vice president and trust officer in 
charge of administration of trusts, 
estates and agency accounts. One of 
five principals who assisted in preparing and obtaining 
passage of the Texas Trust Act, in 1943, Whitworth is a 
past president of Houston Corporate Fiduciary Association. 

Calvin B. Garwood, Jr., appointed trust officer. He comes 
from his father’s law firm. Prior thereto he served as 
assistant attorney general of Texas. 


Houston 
BANK OF THE 
SOUTHWEST 


WASHINGTON 


Named asst. trust officers are: Eugene 
A. Brown, Glen L. Seth and O. James 
Werner. 


Seattle 
SEATTLE-FIRST 
NATIONAL BANK 








Mergers, New Trust Department 
and Change of Name 


Stamford, Conn. — Stockholders have 
approved merger of First NATIONAL 
BANK in Greenwich and the NATIONAL 
BANK of Norwalk with the STAMFORD 
Trust Co., to form FAIRFIELD COUNTY 
Trust Co, as of December 31. The new 
institution will have resources of over 
$110,000,000 and fourteen offices. 


Washington, D. C. — NATIONAL BANK 
OF WASHINGTON and LIBERTY NATIONAL 
BANK merger became effective November 
22. under charter and title of the former. 


Springfield, Mass. — UNION TRUST 
Co. and SPRINGFIELD NATIONAL BANK 
wiil merge in January under the name of 
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VALLEY BANK & Trust Co., the con- 
solidated bank to have resources over 
$100 million. Bruce H. MacLeod will be 
president, and Walter E. Godfrey, execu- 
tive vice president. 

Grand Rapids, Mich. — UNION BANK 
OF MICHIGAN established a new trust de- 
partment under the direction of vice 
president and trust officer Kenneth 
Brown. Brown was for 13 years vice 
president in charge of trust development 
for Michigan Trust Co., now OLD KENT 
BANK & MICHIGAN TRUST Co. 

Montclair, N. J. — Consolidation of 
MONTCLAIR TRUST Co. and the First 
NATIONAL BANK OF MONTCLAIR, as the 
MONTCLAIR NATIONAL BANK & TRUST 
Co., has been approved subject to rati- 
fication by stockholders on December 13. 


F. Sanford Astarita will be chairman, 
and Terence J. McHugh, president. Total 
banking assets will approximate $80 mil- 
lion, and trust department assets more 
than $120 million. 


Charlotte, N. C. — Stockholders of 
AMERICAN TRUST Co. and COMMERCIAL 
NATIONAL BANK voted approval of 
merger, effective November 29, under 
the name of AMERICAN COMMERCIAL 
BANK, with Torrence E. Hemby as hon- 
orary chairman of the board, Ivey W. 
Stewart as chairman, and Addison H. 
Reese as president and chief executive 
officer. 


Grove City & Oil City, Pa. — First 
NATIONAL BANK of Grove City will com- 
bine with and become the Grove City 
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office of First SENECA BANK & TRUST 
Co., Oil City, upon ratification by State 
and Federal authorities. 

Norfolk, Va. — Merger of NATIONAL 
BANK OF COMMERCE and MERCHANTS & 
PLANTERS BANK became effective Novem- 
ber 4, under the charter and title of 
NATIONAL BANK OF COMMERCE. Re- 
sources will exceed $180 million. 

Casper, Wyo. — The name of CASPER 
NATIONAL BANK has been officially 
changed to First NATIONAL BANK of 
Casper. 

a & -& 


IN MEMORIAM 


GEORGE B. BERGER, JR., president, Colo- 
rado National Bank, Denver. 

PERCIVAL W. DAYER, retired vice presi- 
dent and trust officer, FIRST SECURITY 
BANK OF UTAH, N.A., Exchange Place 
Branch, Salt Lake City. 

Bruce H. Gricssy, retired vice presi- 
dent and trust officer, SECURITY-FIRST 
NATIONAL BANK of Los Angeles. 

WILLIAM L. KLEITZ, president and a 
director of GUARANTY TRUST Co., New 
York, due to an accident at his home. 

WILLIAM C. MATLACK, vice president 
and trust officer of TRENTON (N. J.) 
BANKING Co. 

THomMaAS A. Moore, vice president in 
charge of the trust department until his 
retirement last June from MARINE Na- 


TIONAL EXCHANGE BANK, Milwaukee, 
Wis. 
JOSEPH F. RINGLAND, president of 


NORTHWESTERN NATIONAL BANK, Minne- 
apolis. 

THOMAS SEARLS, vice president and 
trust officer of First NATIONAL BANK 
of Bar Harbor, Maine. 

Mrs. FANNIE W. SYKES, assistant trust 
officer of WACHOVIA BANK & TRUST Co., 
Durham, North Carolina. 








EMPLOYMENT EXCHANGE 








Individuals seeking positions in trust 

departments may have free listing 

herein (maximum six lines). Re- 
spondents should address corre- 
spondence to Code number shown, 

care of “Trusts and Estates,” 50 E. 

42nd St., New York 17, for forward- 

ing to applicant. 

New business solicitor, with invest- 
ment experience, seeks connection with 
trust department for development of 
trust business abroad. Presently em- 
ployed in Paris. 711-3 


Man 52, LL.B., with 23 years of suc- 
cessful legal, accounting, and tax experi- 
ence, including service as Federal Estate 
Tax Agent, seeks position with trust de- 
partment. 712-1 


Attorney, 26, LL.M. in Taxation, over 
2 years experience with large New York 
trust company in trust, estate and pen- 
sion operations and administration, seeks 
responsible position with good future; 
New York area preferred. 712-4 
AR A A 


Newspaper Replaces Magazine 
at Chase 


The new monthly newspaper, Chase 
Manhattan News has now replaced the 
quarterly magazine published by Chase 
Manhattan Bank for its staff. “Stories 
will be shorter but there will be more of 
them.” 

The Chase began as a monthly maga- 
zine in 1918, became a bi-monthly in 
1935 and a quarterly in 1948. The pres- 
ent magazine was started in 1955 after 
the merger between Chase National and 
the Bank of Manhattan. 
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“We Offer Every Fiduciary Service” 


THE First NATIONAL BANK OF Kansas City 


Kansas City, Missouri 
“Since 1886’’ 
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Calendar of Trust and 
Related Meetings 
Feb. 10-12 — Mid-Winter Trust Confer- 


ence, American Bankers Association, 
New York City 

Feb. 19-25 — Southern Regional Meeting, 
American Bar Association, Atlanta 

Feb. 26-27 — Indiana Bankers Annual 
Bank Study Conference, Indianapolis 

Apr. 8 — Georgia Bankers Association, 
Cruise to Bermuda 

Apr. 11 — Pennsylvania Trust Confer- 
ence, Harrisburg 

Apr. 16-19 — American Safe Deposit 
Association, Baltimore 

Apr. 21-22 — Indiana Trust Conference, 
South Bend 

May 4-6 — Connecticut Bankers Short 
Trust Course, University of Connecti- 
cut, Storrs 

May 21 — Connecticut Trust Conference, 
Cheshire 

June 1-14 — School of Banking of the 


South, Louisiana State U., Baton 
Rouge 
June 2-6 — American Institute of Bank- 


ing, Kansas City, Mo. 
June 22-27 — Pennsylvania Trust Train- 
ing School, Bucknell U., Lewisburg 
June 16-21 — Million Dollar Round Table 
June 15-28 — Second Annual Banking 
School, Williams College, Williams- 
town, Mass. 

July 7-19 —.School of Financial Public 
Relations, Northwestern U., Chicago 

July 27 - Aug. 9 — NABAC School for 
Bank Auditors & Comptrollers, U. of 
Wisconsin, Madison 

Aug. 18-23 — Virginia Bankers School, 
U. of Virginia, Charlottesville 

Aug. 25-29 — American Bar Association, 
Los Angeles 

Sept. 8-11 — New Hampshire & Vermont 
Bankers Fifth Joint School of Bank- 
ing, U. of New Hampshire, Durham 

Sept. 21-24 — American Bankers Asso- 
ciation, Chicago 

Sept. 28 - Oct. 2 — Financial Public Re- 
lations Association, Philadelphia 

Oct. 6-9 — National Association of Bank 
Women, Atlanta 

Nov. 3-5 — National Association of Bank 
Auditors & Comptrollers, Dallas 


A A A 


Fiduciaries Elect 


Corporate Fiduciaries Association of 


Maine 

President: Albert E. Libby, vice presi- 
dent, Casco Bank & Trust Co., Portland 

Vice Pres.: Frances T. Finnegan, vice 
president and trust officer, Depositors 
Trust Co., Augusta 

Sec.-Treas.: Philip R. Powers, trust 
officer, National Bank of Commerce of 
Portland 


TRUSTS AND EstTATES 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


6¢ Avp so,” GRANDFATHER READ... 

| goa lived happily ever after” 
comments Virginia Trust Co., Richmond, 
in an ad that pictures Grandfather read- 
ing aloud to a small boy and girl. The 
text explains how the children’s demand 
for a “happy ending” started Grand- 
father reflecting on the happy endings 
that real life stories can have. Grand- 
father’s relationship to the bank and his 
consequent satisfaction with his estate 


° plan are discussed. 


“Let’s talk TURKEY about your invest- 
ments” suggests a Bank of New York 
ad that pictures a Thanksgiving turkey 
composed chiefly of ticker tape and 
newspaper stock market quotations. The 
J text questions, “Would not the skilled. 
professional cultivation of your program 
yield greater results the long 
term?” Individualized investment serv- 
ices, the ad states, are available to “ac- 
counts of $100,000 upwards.” A book- 
let about security ownership is offered. 

“His foresight saved his daughters 
$280,875”, comments a First National 
Bank, Chicago, ad which pictures the 
gentleman in question relaxing at home 
with his children. The man was presi- 
dent of his company . . . owned 60% 
of the stock . . . at his lawyer’s sugges- 
‘tion consulted the trust department. He 
left his property in charge of the bank 
and the lawyer as co-executors and gave 


over 


them broad powers in the management 
of his stock. Result: they did not sell 
when he died in 1935 and the stock was 
worth $88,500, but worked with the com- 
pany until a successful sale for $369.000 
was negotiated some years later. Mean- 
time the daughters enjoyed an excellent 
income. This is another ad in a series 
of case histories and a paragraph ex- 
plains that details have been changed 
enough to hide the identity of the actual 
testator. 





“Four Part Harmony” entitles a_re- 
cent ad of Fort Worth National Bank, 
Texas, which seized upon the first meet- 
ing of the season for the Fort Worth 
Business and Estate Council as an op- 
portunity to tell people how “harmon- 
iously” the professionals work together 
“when it comes to the welfare of your 
family.” At the top of the ad are a clef 
sign and four very cheerful notes repre- 
senting the attorneys, accountants, life 
underwriters and trust officers. 

“. . It is almost inevitable that a 
sound job of estate planning will result 
ine financial saving to your heirs (and 
even to yourself) so substantial that 
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the cost of designing it is trivial in com- 
parison.” This quotation from Rene 
Wormser’s “Estate Planning in a Chang- 
ing World”, comprises the entire make- 
up of a recent ad from Boston Safe De- 
posit & Trust Co. except for a brief 
offering of the services of the Estate 
Planning Department. 

“2 + 2 = 8” according to an ad of 
Huntington National Bank, Columbus, 
Ohio, except that in the ad the 8 is on 
the proverbial “8-ball”. The text explains 
that inflation has boosted dollar values 
and taxes have gone right up too until 
“there is only one way to minimize their 
size and dangerous impact: Develop an 
Estate Plan.” The ad offers a free an- 
alysis “while there is still time.” 

“Put your plans for them in writing” 
counsels an ad of National Newark 
(N.J.) & Essex Banking Co., picturing 
a man with his wife and son. The text 
observes that every husband and father 
has great plans, but many fall short of 
realization for lack of being expressed in 
a “legal, attorney-drawn will.” 

“A new Investment Plan for Pension 
and Profit-Sharing Trusts of Moderate- 
Sized Companies” is the topic of an ad 
from Wachovia Bank & Trust Co., 
Winston-Salem, N.C. The text explains 
that the Investment Plan offers to 
smaller companies the advantages that 
Wachovia has long obtained for larger 
ones, and that “our experienced assist- 
ance can be most useful in shaping the 
kind of program that will do the most 
for your company and your employees.” 












at : es y, * BS 

. “Se . a oe fees 
Illustration in ad of The Bank of New York 
cited in text. 


IR ee fl g 


* 





“Daddy, am I included in your will?” 
asks the little child in a Bank of Madi- 
son, Wis., ad. The reader is warned that 
“mismanagement can destroy an effec- 
tive estate plan” and before he can 
answer “Yes” to the question with assur- 
ance, he must name “an experienced and 
responsible executor and trustee.” 

When the Genesee County Savings 
Bank and the Merchants & Mechanics 
Bank in Flint, Mich., recently merged 
to become the Genesee Merchants Bank 
& Trust Co., newspaper publicity in- 
cluded a long article containing the pic- 
tures and biographies of all the major 
officers—banking and trust. The direc- 
tors, recognizing the trust department 
as an important segment of the bank, 
sought to reflect that importance in the 
new name and publicity. A definite in- 
crease in interest in estate planning by 
commercial customers has been noted. 

“What is missing from this picture?” 








A regional trust operation 


offering complete personal 


and corporate services. 





MEMBER F. D. I. C. 


NORTH CAROLINA 
FEDERAL RESERVE SYSTEM 


Capital, Surplus, Profits and Reserve over $18,600,000 











inquires an ad from City National Bank 
& Trust Co., Chicago, that portrays vari- 
ous assets of an estate. The text points 
out that the estate plan qualifies for 
marital deduction, contains sensible 
trusts, provides regular income for the 
wife, and gives the principal to the 
children later. But — it does not cover 
preservation of the family business in- 
terest, hasn’t enough liquidity, doesn’t 
adequately care for an elderly parent. 
“Life Insurance is the missing factor.” 


Forums 


Two women’s forums and a men’s 
forum were sponsored on October 24 
and 31, and November 20 respectively 
by Kings County Trust Co., Brooklyn, 
N. Y. The women’s meetings were held 
in the morning with coffee at 10:30 and 
lecture at 11:00. Miss Helen Slade, man- 
aging editor of the Analysts Journal, 
spoke on “Understanding the Financial 
Page,” and Mrs. Nancye B. Staub, trust 
officer of Morristown (N.J.) Trust Co. 
on “Make the Most of Your Estate— 
Plan It.” The Brooklyn Public Library 
furnished books on finance and estate 
planning of special interest to women 
which could be borrowed by the guests. 
The response to these two sessions led to 
the men’s forum, held at noon on a 
Wednesday. Vice president George Gray 
spoke on “Your Estate—the Importance 
of Planning It,” after which luncheon 
was served to 200 guests. 

A two-session women’s forum was 
sponsored on November 12 and 19 by 
Berks County Trust Co., Reading, Pa. 
This is the third year these forums have 
been presented. The first evening speaker 
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was the well known economic commenta- 
tor, Merryle Stanley Rukeyser who dis- 
cussed the question “Can Good Times 
Be Perpetuated in the U.S.A.?” The 
second session was devoted to “The 
Place of Your Bank in Your Personal 
Financial Program.” This subject was 
handled by a panel of bank officers and 
— in response to many requests — the 
women were invited to bring their hus- 


bands. 
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Booklets 
“A Probate Judge Looks at Execu- 


tors” titles a folder from First Trust Co., 
St. Paul, quoting from a booklet by 
Donald G. Dutcher, Surrogate of Bergen 
County, N. J. The folder offers free 
copies of the booklet and quotes that 
“every probate judge is aware that care. 
lessness in the selection of an executor 
is the number one evil of estate adminis. 
tration.” Only a trust company, the 
folder states, combines all the essential 
qualifications of Permanence, Exper. 
ience, Financial Responsibility and Eco. 
nomical Administration. 

“Know Your Taxes” is the subject of 
the November issue of Union & New 
Haven (Conn.) Trust Co.’s monthly 
“Journal”. Observing that “so long as 
the total of all government expenditures 
continues high, so must taxes,” the edi- 
tor points out that the first step in soly- 
ing a problem is to know the facts. This 
issue, therefore, gives the bank’s cus- 
tomers the facts on all the taxes that may 
impinge upon them — Federal, State and 
local. Tables of typical tax amounts are 
sprinkled throughout. 


“Alexander Hamilton — A _ Tribute 
During the Bicentennial” is a handsome 
booklet published by The Bank of New 
York to honor Hamilton as statesman, 
banker and economist. It is brief, in- 
formative and attractively illustrated. 
The bank has a particular reason to help 
celebrate the 200th anniversary of Ham- 
ilton’s birth. Between his Revolutionary 
War service and his filling of the post of 
first Secretary of the Treasury, Hamilton 
was the chief organizer of this bank, a 
member of its first board of directors, 
and the author of its constitution. 


Banks in the News 


The Manufacturers Trust Company’ 
“lass bank” at 5th Avenue and 43rd 
street, New York, was saluted by a three 
page article with five color photograph: 
in the November 30 Saturday Evening 
Post. In its first three years the bank 
has attracted between 90,000 and 100, 
000 non-banking “including 
travelers from such widely separated 
places as Kankakee and Johannesburg. 


visitors 


In the carpeted comfort of the third 
floor where this reporter recently visited 
Mr. Emile M. Custeau, trust talks are 
held with customers from midtown eas 
side and others who may prefer to us 
this office. Consultations can be here o 
at the main office as the customer ma! 
prefer. Securities and valuables of cus 
tomers are kept at the main office, how: 
ever, even if delivered by the owner ! 


the Fifth Avenue branch. 
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ESTATE TAX 


Marital deduction not allowable where 
‘income of testamentary trust can be in- 
yaded. Decedent’s widow had unlimited 
testamentary power of appointment over 
trust created for her benefit. Although 
she was entitled to all income for life, 
trustee had right to divert to decedent’s 
sons as much thereof as, together with 
their own income, would be necessary to 
provide for their maintenance and edu- 
cation. Commissioner disallowed marital 
deduction claimed for value of trust 
property. 


HELD: For Commissioner. Although, 
as of decedent’s death, it was unlikely 
income would be diverted, there was no 
absolute certainty of this. Spouse here 
did not have absolute, unqualified right 
to income. Marital deduction must fall 
where surviving spouse is not “entitled 
for life to all the income.” Est. of Allen 
L. Weisberger, 29 T.C. No. 26, Nov. 14, 
1957. 


Credit for state tax payment allowed 
even though refund was possible. Under 
state law, final amount of tax could not 
bbe determined, since succession, upon 
which tax is based, was subject to cer- 
tain contingencies. Under such condi- 
tions, tax is imposed under highest pos- 
sible resolution of contingency in state’s 
favor. Should succession as ultimately 
determined warrant lower tax, refund is 
made. Payment made by estate was not, 
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however, considered deposit. Commis- 
sioner determined that no part of such 
payment qualified for credit against 
basic estate tax. 


HELD: For estate. Amount in ques- 
tion was paid and not merely deposited. 
Refunds are possible for anyone of many 
reasons and are not barred until statute 
of limitations has run. Here tax was 
paid in respect of property included in 
gross estate. It qualifies for credit. Est. 
of Allen L. Weisberger v. Comm., supra. 
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INCOME TAX 


Life insurance premiums paid by cor- 
poration on officer-shareholders’ lives not 
income to such officers. From year 1942 
to 1950, each of two brothers, who were 
Sole stockholders of corporation, took 
out four life insurance policies on life 
of other. Commencing in 1946, corpora- 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


tion paid premiums due on_ policies, 
charging payments to surplus. As of 
1950, taxable year in question, nothing 
in terms of policies, nor in endorsements, 
indicated that corporation was beneficial 
owner. However, some time toward end 
of 1946, entry in minute book of cor- 
poration refiected intention of parties 
that upon death of either brother, cor- 
poration should be owner of proceeds for 
purpose of buying out decedent’s inter- 
est. Agent who wrote policies was in- 
formed of substance of this understand- 
ing. Commissioner charged brothers with 
income to extent of annual premium 
paid. Tax Court sustained Commissioner 
and appeal was taken. 

HELD: For taxpayer. Despite infor- 
mality of transactions, under local 
Massachusetts law, corporation would be 
held to be beneficial owner of policies 
and contractually bound to buy out de- 
cedent’s interest. Corporate business pur- 
pose was served. Corporation is to be 
dealt with as separate legal entity. Pay- 
ment of premiums thus did not consti- 
tute reportable income to insured stock- 
holders. Prunier, et al. v. Comm., 1st 
Cir., Nov. 8, 1957. 


Sale of land acquired by inheritance 
by taxpayer in real estate business ac- 
corded capital gain treatment. Taxpayer 
was engaged in real estate business. He 
inherited certain properties which were 
later sold at a profit. Commissioner 
taxed profit as ordinary income on 
ground that sales were made as part 
of taxpayer’s business, Taxpayer paid 
deficiency and sued for refund. 

HELD: For taxpayer. Sales were 
properly separable from taxpayer’s busi- 
ness of buying and selling real estate. 
They were primarily liquidating in na- 
ture. Liquidation of inherited asset, 
there being no other factors, is to be 
treated as capital transaction. Scott v. 
McCrory, D. C. Neb., Oct. 7, 1957. 


Corporate payment to widow consti- 
tutes gift. Board of Directors of family 
corporation, in which decedent had been 
president and treasurer, and his son now 
one of directors, voted to pay widow 
$7,400. Amount was charged to gener- 
al expense account, and payment de- 
scribed as salary of $2,400 for two 
months and bonus of $5,000. Commis- 
sioner contended that $5,000, which ex- 


ceeded decedent’s salary, was taxable to 
widow as dividend or compensation for 
past services. 


HELD: For taxpayer. Full amount of 
$7,400 was gift. It was in recognition 
of decedent’s monumental _ services, 
Widow had never performed any ser- 
vices. Furthermore, husband had been 
fully paid for services and corporation 
had no obligation to either him or widow, 
It was directors’ intention to make gift. 
Est. of J. A. Maycann, Sr., 29 T.C. No. 
12, Oct. 22, 1957. 


GIFT TAX 


Reliance on attorney constitutes rea- 
sonable cause for failure to file gift tax 
returns. Decedent, having little formal 
education, consulted her investment coun- 
selor relative to transfer of her stock 
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to trustees. He recommended attorney 
who set up trust. In subsequent year, 
additional transfers were made to trust. 
Attorney was advised of further trans- 
fers and requested to attend to required 
federal tax aspects. No gift tax returns 
were filed. Commissioner asserted addi- 
tions to tax for failure to file returns. 


HELD: For taxpayer. Failure to file 
was due to reasonable cause, since tax- 
payer had fully relied on attorney to han- 
dle all gift tax matters. Est. of C. Baer 
v. Comm., 16 T.C. Memo. 1957-211. 


Gifts of trust income entitled to annual 
exclusion. Taxpayer created four trusts 
for benefit of his four adult children, 
under terms of which income was pay- 
able to children for life, with remainders 
over to others. Trustee had right to in- 
vade principal. However, such encroach- 
ment upon principal was limited by as- 
certainable standards. Furthermore, in- 
vasion was unlikely, because of circum- 
stances of beneficiary, which had to be 
considered first. Commissioner disal- 
lowed annual exclusion claimed against 
trust income, 


HELD: For taxpayer. Rights to re- 
ceive income were present interests. Be- 
cause invasion of income was limited by 
ascertainable standards, possibility of 
defeating flow of income was so remote 
as to be negligible. H. McK. Jones v. 
Comm., 29 T.C. No. 25, Nov. 13, 1957. 


REVENUE RULINGS 


Estate Tax: Bequests for perpetual 
care of family burial lots qualifies as 
funeral expense. Decedent made bequest 
to cemetery association for perpetual 
care of family burial lot in which he was 
interred, including all graves in that 
lot. 


Service rules that bequest is allowable, 
provided it is allowable under laws of 
state jurisdiction. However, similar be- 
quest for perpetual care of burial lots 
in which decedent is not interred, even 
though located within confines of same 
cemetery, is not deductible. Rev. Rul. 
57-530, IL.R.B. 1957-45, p. 71. 


Estate Tax: Date of division of corpus 
of revocable trust does not constitute 
“distribution” for alternate valuation. Re- 
vocable trust created by decedent during 
his lifetime was included in his estate. 
Upon his death, it was divided into two 
parts, income to be paid to his wife and 
son, and upon death of survivor, remain- 
der to certain designated beneficiaries. 
Question is raised whether division of 
corpus constitutes “distribution” for de- 
termining value of property for alternate 
valuation method under Section 2032 of 
1954 Code. 


Service rules corpus of trust does not 
cease to form part of decedent’s gross 
estate because of division to facilitate 
income payments to beneficiaries. It does 
not effect separation or segregation of 
trust. It is not until after death of life 
beneficiaries that corpus becomes sub- 
ject to demand and disposition of life 
beneficiary. Such division of corpus does 
not constitute distribution for alternate 
valuation purposes. Rev. Rul. 57-495, 
IL.R.B. 1957-438, p. 31. 


Income Tax: Exclusion from income of 
employees’ death benefits not to be pro- 


rated where the amount exceeds $5,000. 


Under survivor benefit plan, beneficiary 
of a deceased employee participant will 
receive total payment of $30,000 in 60 
equal monthly installments. No part of 
payment represents. uncollected salary, 
unused leave payment, or amount with 
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respect to which employee had “nonfor- 
feitable right to receive” immediately 
prior to death. It, therefore, would qual- 
ify for $5,000 income exclusion. 


Service rules that $5,000 exclusion jis 
not to be prorated over entire period for 
which death benefits will be paid. Entire 
amount of each installment is to be ex- 
cluded from gross income of beneficiary 
until amount excluded equals $5,000, 
Thereafter, all amounts received are in- 
cludible in gross income. Rev. Rul. 57- 
483, I.R.B. 1957-43, p. 11. 


Income Tax: Trust may qualify as as- 
sociation taxable as corporation. Grantor 
transferred cleaning business, laundry‘ 
and rental property to trust. Trustees 
were given power “to operate any busi- 
ness or interest in business comprised in | 
trust estate ...” Beneficiaries, who were 
grantor’s wife and children, and _ his 
brother and sister-in-law made addi- 
tional contributions to trust in amount 
in excess of original grantor’s donation, 


Service rules that under Section 
39.3797-3 of Regulations 118, business 
trust is to be classified as association 
according to its essential nature “whether 
the beneficiaries form the trust or, by 
purchase or otherwise acquire an inter- 
est in an existing trust.” It is character 
of enterprise and not grantor-beneficiary 
relationship of planners and promoters 
of trust that determines existence of 
business trust. Thus, whether trust estab- 
lished here will qualify as association 
taxable as corporation depends on its 


essential nature. It will not be disquali-T 


fied merely because beneficiaries did not 
conceive idea of trust or did not make 
initial contribution thereto. Rev. Rul. 
57-534, I.R.B. 1957-45, p. 137. 


Gift Tax: Transfer in trust in settle- 
ment of property rights and alimony pay- 
ments. Prior to divorce from his wife, 
taxpayer settled his property and marital 
rights by transferring certain preferred 
stock in trust for her benefit. 

Service rules that transfer is not tax- 
able gift with respect to wife’s interest. 
Section 2516 of 1954 Code provides that 
where parties enter into written agree- 
ment relative to their marital and prope!- 
ty rights, and divorce occurs within two 
years thereafter, transfers made pursvt- 
ant to such agreement are deemed to be, 
made for full and adequate considera 
tion in money or money’s worth. Rev. 
Rul. 57-506, I.R.B. 1957-44, p. 10. 


Excise Tax: Transfer from trustee ti 
surviving trustee exempt from documen- 
tary stamp tax. Certain securities, com: 
prising assets of trust, had been issuet 
in trustee’s individual name, withou! 
showing his trust capacity. Upon trus 
tee’s death, securities were delivered t 
surviving trustee and reissued to him. 


Service rules that transfer is exempt! 
from documentary stamp tax. Rev. Rul. § 
57-532, I.R.B. 1957-45, p. 134. 
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Estate Tax Techniques 


J. K. Lasser Tax Institute. Matthew Bender & 
Company, Albany, N. Y., 2 Vols. 2442 pp. 
$42.50. 

The complexities of the tax law call 
for the combined functions of an attor- 
ney, a certified public accountant, a 
business man, a banker and an insurance 
man, the editors state. They have as- 
sembled authorities to provide these 
functions in this loose-leaf service, not 
only to enable the selection of a plan best 
suited to the client’s needs, but, what 
may prove to be even more helpful, to 
guide the attorney in presenting the 
plan to his client. 

The material is arranged under main 
topic headings, each chapter being sup- 
plemented by the insertion of a discus- 
sion of current developments. The main 
articles, as well as the supplementary 
materials, have been prepared by recog- 
nized experts. The final chapter, dealing 
with the preparation of trust income tax 
returns, is the work of the Lasser Tax 
Institute. Topics covered by the indi- 
vidual authors include “Estate Planning 
and Marital Relationship,” “Gift and 
Estate Planning;” “Life Insurance and 
Estate Planning;” “General Problems in 
Estate Planning;” “Business Planning 
and Estate Planning;” “International 
Aspects of Estate Planning;” and “Prob- 
lems in Managing Estates.” There is also 
a series of sample tax returns, complete- 
ly filled in, to illustrate the points under 
discussion. 

As the editors state in their preface, 
“the book is not an academic presentation 
but an integration of the functional 
aspects included in the broad scope of 
estate planning . . it is designed to 
make available for the growing number 
of architects in this field, the techniques 
employed by those whose experiences 
have been in the practical application of 
the tools of the profession.” The loose 
leaf binders permit keeping the tech- 
niques up to date. 


Tax Effects of Operating as a Corpo- 
ration or Partnership 

HOUSTIN SHOCKEY and HENRY WwW. 

SWEENEY. Prentice-Hall, Inc., Englewood 

Cliffs, New Jersey. 321 pp. $8.50. 

Che comparative tax advantages to be 
gained or lost in retaining or liquidating 
a sole proprietorship, partnership inter- 
est or corporate enterprise are set forth 
here. Factual illustrations are given, and 
the tax law applied to situations involv- 
ing the redemption of corporate stock, 
constructive ownership, restrictions on 
preferred stock bail-out, special cor- 
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porate liquidations, partnership transfers 
and distributions, etc. Suggestions are 
given, also, for oil well ventures, theatri- 
cal investments, family-owned manufac- 
turing business, the interests of minor 
children of a man operating a sole pro- 
prietorship, and various other situations. 
One of the solutions explored is that of 
the “multiple-business form,” explained 
s “the use of several separate entities 
to carry out a single enterprise.” 


The Battle for Investment Survival 


GERALD M. LOEB. Simon & Schuster, Inc. 

311 pp. $3.95. 

Mr. Loeb’s unorthodox, but logical, in- 
vestment principles as set forth in this 
revised edition should be required read- 
ing for beginners or full-time practi- 
tioners. His rejection of long-term di- 
versified investment may seem heretical 
to those unversed in financial realities 
but his thinking makes sense in direct 
ratio to the reader’s sophistication. This 
distillation of his 35 years in Wall Street 
will surely help to uproot most of the 
hidebound first principles usually in- 
grained in the non-professional’s mind 
but the problem of locating such astute 
guidance as Mr. Loeb’s tenets make ad- 
visable is another matter. Read it, how- 
over, for some sage advice which should 
help avoid the common pitfalls of inex- 
perience by use of tested money-making 
methods. 

[For a review of “The Day the Money 
Stopped,” see p. 1246.] 


ARTICLES 


Trust Income Tax Returns 
WILLIAM K. STEVENS. Illinois Bar Journal, 
October, 1957. (424 So. Second St., Spring- 
field, Ill. $1.) 


Mr. Stevens, trust officer of The First 


National Bank of Chicago, discusses some 
of the new terms and new principles af- 
fecting the reporting of trust income. He 
includes nine examples of completed 
forms (1041), to illustrate the treatment 
of “substantial owner” trusts, simple and 
complex trusts, deductions of distribu- 
tions, accumulation distributions, chari- 
table deductions, the throwback rule, and 
other items. 


Fiduciary Conflicts Arising Out of 
Corpus Deductions 
IRWIN M. THORPE, C.P.A. N. Y. State Cer- 


tified Public Accountant, Oct. 1957 (677 Fifth 
Ave., New York City 22. $.50). 


The fiduciary’s age-old problem in de- 
termining conflicts in the interests of 
life tenants and remaindermen has been 
further complicated, this author shows, 
by the Internal Revenue Code provisions 
affecting both estate tax and income tax 
returns. Mr. Thrope, a member of the 
New York Bar, explores certain areas of 
this conflict, with particular emphasis on 
the question of corpus deductions. He 
also considers the effect of the maximum 
marital deduction formula on the fidu- 
ciary’s corpus-income problem. 


Estate Tax Credit for Tax 
Transfers 


on Prior 


ALLEN TOMLINSON, 
tancy, October, 1957 
New York 17. $.75). 


The Journal of Accoun- 
(270 Madison Avenue, 


It is the opinion of this author that 
the new tax credit method of giving re- 
lief to successive transfers (section 2013 
of the Internal Revenue Code) is an im- 
provement over old section 812(c), being 
more practical than the old section and 
offering more frequent opportunities for 
application. He makes a critical analysis 
of the new law and indicates a few situ- 
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ations where improvement and clarifica- 
tion are needed. 


Nonjudicial Settlement of Trustees’ 

Accounts 

DAVID WESTFALL, Harvard Law Review, 

Vol. 71, p. 40. (Cambridge, $1.25.) 

The use of a trust-instrument provi- 
sion for the approval of a trustee’s ac- 
counts, without resort to cumbersome and 
costly judicial procedures, is recom- 
mended by Professor Westfall. He con- 
siders this “nonjudicial settlement,” in 
inter vivos and testamentary trusts; and 
the practical problems of protecting the 
beneficiaries and trustee, effectuating the 





grantor’s intentions, and avoiding possi- 
ble adverse tax consequences. The author 
urges remedial legislation to abolish 
statutory requirements for judicial ac- 
countings, 


Funding Partnership Buy-and-Sell 
Agreements with Life Insurance 


DAVID L. SAMUELS, Taxes, November, 1957 
(4025 W. Peterson Ave., Chicago 30. $.75.) 


This author points out some of the 
advantages and disadvantages in the 
“entity” and “cross purchase” approach 
in funding partnership  buy-and-sell 
agreements with life insurance. He con- 
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Standard Clauses for Wills 


by Ralph R. Neuhoff 


of the St. Louis Bar; Lecturer in Law, Washington University School of Law 


“This book of forms, by a scholarly practitioner, differs from 
others that have come to my attention in that it treats the subject 
matter clause by clause. The method lends itself to a more thorough 
treatment than is possible through the more usual approach. The 
practical considerations bearing upon the problems posed by parti- 
cular clauses receive adequate exposition, while the annotations under 
each heading constitute a check list useful to the most seasoned prac- 
titioner and well nigh indispensable to those less experienced. Federal 
taxation receives the thorough treatment expected from a lecturer 
and recognized authority on that subject. The forms are needed 
reminders, a means of economizing time and avoiding errors.”— 
Walter L. Nossaman, author of the two-volume treatise “Trust Administration 


Here are some of the features of the revised edition — now on the 
press — of this widely used form book: 


e 78 Chapters — with text discussion, copious citations to decided 
cases and references to pertinent annotations in A.L.R. 


e 565 Model Clauses — with alternate choices to meet objectives — 
selected from the author’s more than forty years of experience in 
drafting wills which have stood the test of time 


e Consistency in style and construction (the forms having been pre- 
pared almost entirely by the author), facilitating combination with 


e Analysis of Federal tax implications 

e Factors to consider in choosing fiduciaries 

e Comprehensive Table of Contents for easy reference 
e Detailed Synoptic Index to locate specific points 


112 PAGES — PRICE: $2.50 


(Quotations for more than 10 copies on request) 


* 





copies of Neuhoff’s STANDARD CLAUSES FOR WILLS, 


Revised Edition, at $2.50 each, for which check is enclosed (plus 8¢ sales tax if 


N. Y. C. delivery). 


[] Please furnish quotation on ................ copies. 
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siders the income tax consequences as 
well as estate tax problems and makes 
recommendations for handling various 
situations. 


A A A 


32 GSB Theses Approved 


for Libraries — 
11 on Trusts 


Thirty-two of the 326 members of the 
1957 class at the Graduate School of 
Banking have been honored by the se- 
lection of their theses for permanent 
placement in the libraries of the Amer- 
ican Bankers Association, Rutgers-The 
State University, and The Graduate 
School of Business Administration at 
Harvard University. Eleven of the 
studies are on trust topics, to wit: 

“An Analysis of Dispositive Trust Pro- 
visions for Children” by Henry W. 
Brockenbrough, trust officer, State- 
Planters Bank of Commerce & Trusts, 
Richmond, Va. 

“Problems of a Growing Trust Depart- 
ment” by Thornton J. Caton, trust offi- 
cer, Citizens Fidelity Bank & Trust Co. 
Louisville, Ky. 

“Pensions for the Self-Employed” by 
Richmond M. Corbett, assistant trust offi- 
cer, Chicago Title & Trust Co., Chicago, 
Ill. 

“New York Fiduciary Administration 
of Oil and Gas Properties” by Hugh F. 
Coyle, estate and trust administrator, 
Bankers Trust Co., New York, N. Y. 

“The Variable Annuity and Its Im- 
pact on the Trust Business” by John F. 
Fralick, assistant trust officer, National 
Bank of Detroit, Detroit, Mich. 


“A Comparison of the Trust Fund and 


Deposit Administration Methods of 
Funding Pension Plans” by Jean M. 
Lindberg, pension trust officer, Chase 


Manhattan Bank, New York, N. Y. 

“Turnpike Securities as Trust Invest- 
ments” by Joseph J. McDermott, as- 
sistant trust officer, City Bank Farmers 
Trust Co., New York, N. Y. 

“A Centennial — The Pennsylvania 
Rule of Apportionments” by Philip M. 
Smithers, trust administrator, Fidelity 
Philadelphia Trust Co., Philadelphia, Pa. 

“Accounting for Oil and Gas Interests 
in Texas Estates and Trusts” by Henry 
T. Webster, trust officer and assistant 
cashier, First National Bank, Fort 
Worth, Tex. 

“Life Insurance Stocks — A Guide for 
the Investor Analyst” by William W. 
Wilcox, assistant trust officer, Hartford 
National Bank & Trust Co., Hartford, 
Conn. 

“Trust Accounting System That Can 
Expand” by Joseph R. Wyatt, Jr., trust 
officer, First National Trust & Savings 
Bank, Lynchburg, Va. 

The theses are now being printed and 
will be ready for circulation January 15, 
1958. 





TRUSTS AND EsTATES 





WI 


coun: 
Inter 
of hi 
prox 
hous: 
coun 
to h 
afte! 
was 
trus 
Chic 
of t 
valu 
to h 
The 
paic 
of p 
thre 
priv 
the 
wit] 
cess 

T 
dire 
for 
lati 
one 
me! 
dea 
tha 
yee 
req 
gal 
ore 
cor 
the 
est 


d 


Ba 






















nees as 
makes 
various 


ved 


| of the 
nool of 
the se- 
manent 
Amer- 
ars-The 
-aduate 
ion at 
of the 


st Pro- 
ry W. 

State- 
Trusts, 


Jepart- 
ist’ offi- 
ist Co., 


ed”’ by 
ist offi- 
hicago, 


tration 
ugh F, 
trator, 
-~ - 

ts Im- 
ohn F, 
ational 


nd and 
is of 
an M. 
Chase 
: O 

[nvest- 
t, as- 
urmers 


lvania 
lip M. 
idelity 
la, Pa. 
serests 
Henry 
sistant 

Fort 


de for 


WILLIAM ELLIOTT, who was general 
counsel, vice president and a d.rector of 
International Harvester Co. at the time 
of his retirement, left an estate of ap- 
proximately $1,500,000. Real property, 
household effects and memberships in a 
country club and summer camp were left 
to his wife. The residue of the estate, 
after legacies to relatives and charities, 
was directed to be held in three separate 
trusts by Harris Trust & Savings Bank, 
Chicago. One trust, to consist of 50% 
of the adjusted gross estate, less the 
value of any interests otherwise passing 
to her, is for the benefit of Mrs. Elliott. 
The testator directed that the income be 
paid to his widow and “for the purpose 
of providing her a comfortable livelihood 
throughout her life” she is to have the 
privilege, commencing three years after 
the testator’s death, of making annual 
withdrawals of principal, but not in ex- 
cess of 10% in any one year. 

The balance of the residuary estate is 
directed to be held in separate trusts 


| for two sons. Each is to have the cumu- 


lative privilege of annually withdrawing 
one-fifth of the original principal, com- 
mencing three years after the testator’s 
death. Mr. Elliott indicated an intention 
that the sons’ trusts terminate in eight 
years, during which time the trustee is 
requested to consult with each son “re- 
garding all changes in investments in 
order that he may experience and be- 
come better fitted gradually to take over 
the ownership and handling of his said 
estate.” 


The testator’s stock in the Elliott State 
which 


Bank, Jacksonville, IIl., is be- 





The Arsenal in Central 
Park, a building marked 
with a descriptive plaque 
under New York Com- 
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treated aluminum were 
dedicated at a luncheon 
at the Waldorf-Astoria 
Hotel on November 21. 
The project is financed 
from trust funds estab- 
lished by the late Isabel 
C. McKenzie of Brook- 
lyn, whose husband had 
been an architect, and by 
the late Lucey Wortham 
James, New York and 
Newport philanthropist. 


DECEMBER 1957 











queathed to the sons, is the subject of 
particular instructions. These are stated 
as follows: 


“It is desirable that the top officers of 
the bank should be stockholders, and if 
and when they have been able and ready 
to buy stock, it has been customary for 
the large stockholders to make some of 
their holdings available on a pro rata 
basis. With the exception of such sales to 
bank officers, it is my recommendation and 
hope that my sons will retain their stock 
and interest in the Elliott State Bank, not 
only because it is a good investment, but 
also as a matter of family pride and tra- 
dition. Three generations of Elliotts have 
built up the high reputation of the bank, 
which has survived all panics and served 
the community well. It would be unfor- 
tunate if the fourth generation dropped 
out. 


The testator desired to have his execu- 
tor and trustee retain, so far as possible, 


his investments in common _- stocks, 
commenting: “Most of my estate is 
now invested in a_ diversified port- 


folio of non-speculative common stocks 
of established and reasonable success- 
ful industrial companies. I wish to 
record my preference for investments of 
this character as distinguished from in- 
vestments in preferred stocks, mortgages, 
municipal or corporate bonds and rail- 
road or public utility stocks or securi- 
ties.” The trustee is requested to con- 
sult the beneficiaries before making 
changes in trust investments. The Harris 
Trust & Savings Bank is also named ex- 
ecutor. 


MorGAN B. BRAINARD, chairman of the 
board of Aetna Life Insurance Co., made 





bequests under his will to various insti- 
tutions including Hartford Hospital, 
Trinity College, Yale University and 
Wesleyan University. His home in Hart- 
ford and summer home in Fenwick, Con- 
necticut are specifically devised to his 
wife, who receives also all tangible per- 
sonalty. Each grandchild and great 
grandchild receives a bequest of $1,000, 
as does each daughter-in-law and son- 
in-law. The remainder of the estate is to 
be divided into two parts, Mrs. Brainard 
receiving one such part. The other part 
is divided among the five children. Two 
sons of the decedent and Hartford Na- 
tional Bank and Trust Co. are execu- 
tors of the estate which probably will 
be in excess of $1,000,000. 
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CLaims — Property From Which 
Debts, Funeral Expenses and Taxes 
are Payable 


Illinois—Appellate Court 
Franz v. Schneider, 14 Ill. App. 2d 464. 


This was a construction suit to deter- 
mine whether real estate specifically de- 
vised in trust was required to contribute 
to claims, expenses and taxes where the 
personal property in the residue was in- 
sufficient for these purposes. The will 
provided as follows: 


“First: I direct my Executor hereinafter 
named to pay all my _ just and 
funeral expenses, all estate inheritance 
and succession taxes out of the principal 
of my estate as soon after my death as 
may be convenient.” 


HELD: The deficiency must be made 
up from real estate. The word “princi- 
pal” means “residue” because there was 
a specific bequest of chattel property to 
the residuary legatee and the testamen- 
tary trusts granted no powers of sale 
or mortgage. The testator intended this 
result because she put inheritance taxes 
in the same category as estate taxes and 
because she left the bulk of her estate to 
the residuary legatee knowing that her 
personal property was negligible. 


debts 


DISTRIBUTION — Effect of Principal 
Withdrawals by Some Beneficiaries 
on Shares of Others 


Pennsylvania—Supreme Court 
Weaver Estate, 134 A. 2d 675 


Testator died in 1934, survived by his 
wife, his daughter Phoebe and three chil- 
dren of his deceased daughter Marian. 
His will gave his residuary estate in 
trust to pay his wife $100,000 a year 
from income and the excess income to 
Phoebe. Upon the death or remarriage of 
the widow, he gave one-half the income 
to Phoebe for life; upon her death, one- 
half of that half of the income to 
Phoebe’s husband and the other one-half 
of her half to her children and their 
issue for such period as permitted by 
the laws of Pennsylvania, and at termi- 
nation to such issue per stirpes abso- 
lutely. 


The other half of the income, at the 
death or remarriage of the widow, he 
gave to the children of Marian at the 
rate of $25,000 a year for life, with the 
excess income payable to charity, and 
they were entitled to withdraw from 
principal of their shares a _ total of 
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$50,000 each. At their death the princi- 
pal was to go to their issue per capita, 
and if none, to charity. 

The widow, Phoebe and Phoebe’s hus- 
band are dead. Phoebe left two chil- 
dren, one of whom died in 1953, and 
the share from which that child was 
receiving income became distributable to 
her children. In the meantime two of 
Marian’s three children had each drawn 
down $50,000 from principal of their 
shares. The lower court deducted this 
$100,000 from the total residuary estate 
before determining the amount of the 
share presently distributable to Phoebe’s 
grandchildren. These grandchildren ap- 
pealed. 


HELD: Reversed. Although given as 
one trust for administrative purposes, 
testator clearly divided his estate into 
parts for purposes of distribution. Each 
half is completely disposed of without 
reference to the other and each in a 
different manner. Apparently the reason 
for the difference in treatment was testa- 
tor’s antagonism to Marian’s husband. 
Therefore, the withdrawals from princi- 
pal by Marian’s children must be charged 
against the half devoted to Marian’s 
line of descent and is not chargeable 
against the half set apart for Phoebe’s 
line. 


FIDUCIARIES — Statute Setting Up 
Preference in Appointment of Ad- 
ministrator Not Applicable to Ad- 
ministrators C.T.A. 

Florida—District Court of Appeal, 
Second District 


Pryor v. First National Bank of Leesburg, 97 
So. 2d 143. 


Testarix’ will appointed her husband 
as executor. The husband predeceased 
her. Her next of kin were a brother and 
sister, neither of whom were legatees or 
devisees under the will. The sister of 
decedent executed a waiver in favor of 





the brother who filed a petition for Let. 
ters of Administration. Five of the seven 


beneficiaries named in the will filed  § *" 
petition to have a bank appointed as § ' 
Administrator C.T.A. for 

HELD: Section 732.44, Florida Stat- Ju 
utes, 1955, which sets up the preference § P© 
in the appointment of personal represen. § 5°' 
tatives, applies only in the case of in. § © 
testacy. The statute not being applicable, § °' 
the common law rule is that the right § *° 
to administration should follow the right _ Co 
to the property and, where other things q tt 
are equal, the beneficiary or, where more thi 
than one, a majority of the beneficiaries Mi 
should control the appointment of a § 2° 
representative. Citation of all parties whe 
in interest was not necessary before the § th 
County Judge could appoint a personal § st: 
representative. ap 
JURISDICTION — State of Domicile “ 

May Not Legislate Exclusive § ¥. 

Rights Over Administration of De- J ;, 

cedent’s Assets Wherever Located J }, 

Kansas—Supreme Court ca 

In the Matter of the Estate of Katherine S. di 

DeLano, deceased. No. 40,519. of 

Prior to her residing in Johnson Coun- § jt; 
ty, where she died, decedent had resided § es 
in Jackson County, Missouri, for more 
than 40 years. At the time of her death ; 
she had assets located in Kansas con- di 
sisting of an automobile, personal effects de 
and residential real estate. She had in- - 
tangible personal property located in § * 
Missouri which totaled over $312,000, ” 
consisting of bonds and notes, bank ac- te 
counts, stock certificates of two cor- 
porations domiciled in Missouri, and Tt 
stock certificates plus accrued dividends 
of corporations domiciled in states other 
than Missouri or Kansas. 

Proceedings were commenced on June | 
18, 1954, to admit decedent’s will to pro- 
bate in Johnson County, Kansas, and as 
a result the Kansas properties were 
taken in possession, inventoried and ad- 
ministered upon by the Kansas execu- 
trix, decedent’s sole child. 

On June 25, 1954, administration pro- 
ceedings were commenced in the Jack- 
son County, Missouri, probate court 
where the same will of the decedent was 
admitted to probate. The bank accounts, 
bonds and stocks above mentioned were 
taken into possession, inventoried and ad- 
ministered upon by the executrix ap- 





pointed by the Missouri court. 
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Attorneys for the Kansas executrix 





e seven & : : : : 
filed a submitted required inheritance tax forms 
ited as § t° the Kansas court which did not con- 
form to the previously filed inventory of 
a Stat. gJune 26, 1954, in that they listed the 
ference personalty purportedly located in Mis- 
presen. souri. An amended inventory was filed 
wt & correctly stating that the personalty lo- 
licable. cated in Kansas totaled only $700, where- 
e right § 25 the personalty located in Jackson 
e right County, Missouri, totaled over $312,000. 
things ¥ It also contained conditional statements 
re more that the personal property located in 
Aiciaries Missouri at the time of death was shown 
; at for inheritance tax purposes only. 
parties w The probate judge pro tem admitted 
ore the | the amended inventory to record after 
ersonal § striking the conditional statements and 
appointing new appraisers. The order 
ae found, among other things, that the pro- 
omicile bate court of Johnson County “by the 
clusive statutes of the State’ (Kansas) had 
of De. jurisdiction of all tangible and intangible 
‘ocated property of the decedent, wherever lo- 
cated; that the Missouri probate court 
herine S. § did not have any jurisdiction over any 
of the assets of the deceased; and that 
1 Coun- fits proceedings had in reference to the 
resided ff estate were void. 
; pose The Kansas executrix appealed to the 
ia anil district court where the action was tried 
nae de novo. The district court found that 
cary G. S. 1955 Supp., 59-303, applied to this 
‘ted in § estate but declared it to be unconstitu- 
312.000. tional. The statute provides in part as 
eal aie follows: 
‘0 cor a “The courts of Kansas shall have ex- 
i, and clusive jurisdiction to determine the devo- 
vidends lution of property by will or by descent 
s other of all persons who are residents of Kansas 
at the time of death as to real property 
— located in Kansas and tangible or in- 
to pro- & tangible personal property wherever lo- 
cated. Any determination with regard to 
and as the devolution of such property by other 
5 «were courts except federal courts having juris- 
ind ad- diction by reason of removal and appeals 
execu- from Kansas courts, shall be void and 
of no effect, and in all such cases, the 
on pro- director of revenue and taxation of the 
» Jack- state of Kansas shall refuse to issue any 
court inheritance tax order, waiver or clearance 
ok ene . Such executor or administrator shall 
ci take possession of all tangible and in- 
SOUS, tangible personal property owned by the 
d were decedent, wherever located, and of all 
and ad- real estate owned by the decedent located 
iX ap- in the state of Kansas, and shall make full 
inventory therof for the director of revenue 
as provided by law.” 

HELD: Affirmed. The courts of Mis- 
sourl have jurisdiction to administer up- 
on the intangible property in question 

eles and the courts of Kansas do not have 
jurisdiction to administer upon such in- 
tangible property, unless the state of 
Missouri cedes its jurisdiction over such 

irk property to the domiciliary executrix in 
Johnson County, which it may or may 
not dio.” 

. Since Pennoyer v. Neff, 95 U.S. 714, 
re listeh @ ond Thompson v. Whitman, 85 U.S. 457, 
a it has been accepted as settled that in 
STATES 
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rem proceedings, such as administration 
proceedings, are entitled to full faith and 
credit everywhere in the United States, 
subject to the right of other states to 
inquire into whether the court of first 
instance had actual jurisdiction over the 
res. 

Appellee conceded that Kansas has the 
authority to levy inheritance taxes upon 
the intangibles owned by a domiciliary 
decedent, but added that Kansas may 
not employ that authority to reach an 
unconstitutional end — prohibition of 
resort to foreign courts of competent 
jurisdiction. This the court conceded. 


PoweErRs — Limitations — Adminis- 
trator Has No Inherent Power to 
Borrow Money or Subject Estate 
Property to Deficiency Judgment 

Washington—Supreme Court 

Meyer v. Johnson, 151 Wash. Dec. 156, — P. 

2d. 

Johnson was administrator and sole 
heir of the consolidated estates of Effie 
and Hugh Beaton. Johnson as an indi- 
vidual borrowed $3,000 from plaintiff 
and secured it by a mortgage on estate 
property in Olympia. Shortly thereafter, 
Johnson, in his individual capacity, sold 
the property to plaintiff for $5,000 addi- 
tional. He did not deliver a deed, or ob- 
tain court authority either for the mort- 
gage or the sale. Later the same year, 
Johnson borrowed $8,000 from Gottfeld, 
mortgaging Grant County land of the 
estate as security. He petitioned the 
court for authority to execute the mort- 
gage to pay claims against the estate, 
amounting to $1732.74, and to “protect 
the interests of the heir.” The court au- 
thorized Johnson to execute the mort- 
gage and also directed that Johnson sign 





the note and mortgage individually. The 
note provided for a deficiency judgment, 
and was approved by the Trial Judge. 

Plaintiff brought action to quiet title 
to the Olympia property. The Gottfelds 
intervene, alleging that their mortgage 
was in default and about to be fore- 
closed and that any deficiency would be 
a claim against the other assets of the 
estate. Plaintiff was adjudged sole owner 
of the Olympia property, subject only to 
the unliquidated claim of the Gottfelds. 
There was no appeal. 


About a year later, judgment was en- 
tered in the Gottfeld foreclosure action, 
and after the foreclosure sale they held 
a deficiency judgment for $6,366.38 
against Johnson individually and as ad- 
ministrator. The court in plaintiff’s quiet 
title action then established the Gottfeld 
deficiency judgment as a first lien against 
plaintiff’s Olympia property. 


HELD: Reversed. An administrator 
has no inherent power to borrow money 
or to subject assets of the estate to 
liens. His powers must be found in the 
statutes. The statute authorizes ad- 
ministrators to mortgage real estate to 
raise money, to pay debts and obligations 
of the estate, the expenses of administra- 
tion, inheritance taxes, or for the sup- 
port of the family, or for such other pur- 
poses as the court may deem proper. 
The statute does not authorize the ad- 
ministrator to pledge the general credit 
of the estate, nor does it atuhorize an 
$8,000.00 mortgage to pay $1,732.74 of 
claims, with the balance “to protect the 
interests of the heir.” There is no possi- 
bility of deficiency against anyone, un- 
less, as here, the heir signs the note and 
mortgage in his individual capacity. 
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REVOCATION — Irrevocable Trust 
for Settlor’s Benefit Not Termin- 
able Without Consent of Unborn 
Heirs 


Pennsylvania—Supreme Court 
Curry Appeal, 390 Pa. 105. 


In 1950, at age 21, settlor established 
with a corporate trustee an irrevocable 
inter vivos trust with a corpus of $50,000. 
He reserved the income for life and 
thereafter to his children; in default of 
children or issue, to his heirs at law. 
In 1955 settlor filed a petition to revoke 
under Section 2 A of the Estates Act, 
alleging that the purposes of the trust 
could not be carried out. He later alleged 
that the omission of a revocation clause 
was the result of a mistake, and that 
this was testamentary because it was a 
transfer in trust without consideration 
in which the beneficiaries’ enjoyment 
was postponed until his death, and there- 
fore revocable. Notice of the proceedings 
was given only to the trustee. The lower 
court denied the petition and settlor ap- 
pealed. 

HELD: Affirmed. A trustee ad litem 
should have been appointed for the un- 
born children and unascertained heirs 
at law, especially when the named trus- 
tee represents conficting interests, or is 
not apt to act in the best interests of 
the beneficiaries or the court believes 
supplementary counsel is desirable. There 
has been no showing that the trust can- 
not be carried out or is impractical of 
fulfillment, nor has there been any show- 
ing of a mistake. Settlor was fully in- 
formed of the terms and received the 
benefits for over five years. The line of 
cases which holds that such trusts as 
this are testamentary do not declare the 
law of Pennsylvania. The estate given to 
the remaindermen was not testamentary; 
the deed vested in them an immediate 
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beneficial interest, only enjoyment and 
possession being postponed until the 
death of settlor. 


SPENDTHRIFT TRUSTS — Assignment 
of Beneficiary’s Interest Could Not 
Terminate Trust 


Pennsylvania—Supreme Court 
Grote Estate, 390 Pa. 261. 


An inter vivos trust was created by the 
settlors in 1917 in which their three sons, 
Herman, Ludwig and Frederick, were 
named trustees, and also income benefi- 
ciaries after the death of the settlors. 
Each son was given the right to ap- 
point his share of the income by deed if 
he died without issue. The corpus con- 
sisted of 19 pieces of real estate. The 
deed contained spendthrift provisions. 


In 1940 Herman and Frederick, as 
trustees and beneficiaries, conveyed part 
of the corpus of the trust to Ludwig in 
return for the appointment to them 
of Ludwig’s income from the trust. At 
the same time, Ludwig, who was and still 
is childless, resigned as trustee, and a 
few months later Herman died and the 
income from the trust was thereafter 
paid one-half to his two children and 
one-half to Frederick. 


In 1943 Frederick and his only child, 
the two children of Herman, and Her- 
man’s executrix entered into a family 
agreement waiving an accounting by the 
trustees from the beginning to Herman’s 
death in 1940, confirming all that had 
been done during that period, and au- 
thorizing the commencement of any fu- 
ture accounting as of 1940. A similar 
release was executed in 1958. 

Frederick died in 1954 and his execu- 
tors filed a brief account which showed 
a balance for distribution of only 2 of 
the 19 properties, the others appearing 








Our facilities and knowledge of ROCHESTER 
and its environs, are at your disposal for all 
Banking and Trust needs. 


20 OFFICES 


Area Offices | 


Avon — Dansville — East Rochester — Lima | 
Palmyra — Sodus — Spencerport — Webster 


GENESEE VALLEY UNION TRUST COMPANY 


Member Federal Deposit Insurance Corp. 


19 Main St. West 











Cooyeght 1957 Conoans.o! the Mone 


“How about letting management 
put up the signs around here ?” 

















to have been disposed of at the book 
value of $1.00. The successor trustee and 
the children of Herman filed exceptions, 
demanding a detailed accounting and 
surcharges. The lower court dismissed 
the exceptions and held that Ludwig’s 
sale of his income accelerated the re- 
mainder and permitted termination of 
the trust. Exceptants appealed. 

HELD: Affirmed in part and reversed 
in part. The individual exceptants are 
barred by estoppel, waiver and _ laches 
and the successor trustee by laches. It 
would be an injustice to permit the 
assertion of this claim in view of the 
inexcusable delay and attendant facts 
and circumstances. 

However, the trust should not have 
been terminated because of the spend- 
thrift provisions and because the re- 
mainder at the death of the survivor of 
the three sons is to their then living 
children and the issue of any then dead 
— a contingent remainder. The rights 
of the great grandchildren of the Settlors 
cannot be extinguished. Ludwig’s ap- 


pointment of his share of the spendthrift ” 


income was invalid and incapable of 
terminating legally his interest in future 
income. While a beneficiary of spend- 
thrift income may renounce it, he must 
do so promptly and before he has re- 
ceived any of the income. 


SPOUSE’s RIGHTS — Requirement of 
Permanency in Homestead is Not 
Forever 

Florida—District Court of Appeal, 
Second District 
Engel v. Engel, 97 So. 2d 140. 


In later 1952, testator, who had been 
a frequent winter visitor to Florida, 
closed his residence in Chicago and took 
up abode in a large home in Florida in 
which other members of his family re 
sided. He registered as a voter in Florida 
and obtained a driver’s license there the 
following year. Late in the next year, 
he died and evidence showed that he had 
several times expressed an intent not 
to remain in the large home acquired 
in Florida. The children of the testator 
brought a suit to have the residence de 
clared a homestead. The widow, who 
was the stepmother of the children, re 
sisted on the grounds that the testator 
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had not acquired a permanent home, but 
that his avowed intention was to change 
the property for something more suitable 
to his needs. The Circuit Court found 
that the degree of permanence necessary 
to fix the homestead character of a 
property had not been shown and, there- 
fore, that the property was not home- 
stead. 

HELD: The requirement of perma- 
nency in his homestead does not mean 
an avowed and fixed intent to remain 
forever in a given place of abode. The 
proper concept of permanency means an 
intention to reside at that particular 
place for an indefinite period of time. 
The fact that the owner may have been 
dissatisfied with the residence and in- 
tended at some future date to change 
it would not defeat the homestead char- 
acter. 


TAXATION — Estate & Inheritance — 
Incidence of Federal Tax Where 
Part of Residue Goes to Charity 


California—District Court of Appeal 

Estate of Anna Regan Wilson, 154 A.C.A. 35 

(Sept. 20, 1957). 

The will directed that “All inheritance, 
succession and estate taxes, federal or 
state upon any transfers of property in- 
cluded in my gross estate for the pur- 
pose of determining such taxes, which 
shall become payable by reason of my 
death, shall be paid out of my residuary 
estate.” The residue of the estate was 
divided in percentages among four per- 
sons and a charity, the latter taking 
10%. The charity contended that it 
should first take its 10% free of all taxes 
and that the proration statute, Sections 
970 to 977, Probate Code, required plac- 
ing the impact of the tax on each bene- 
ficiary’s share that has contributed to 
the. tax, and the share given to charity 
did not contribute. 

HELD: (affirming the lower court): 
The taxes on all legacies, specific and 
residuary, should be paid out of the 
residue of the estate before division of 
the residue could be made for distribu- 
tion purposes. The appellant charity, a 
residuary legatee, was not entitled to 
take 10% of the residue before payment 
of taxes. 

One of the residuary legatees evi- 
dently contended that the specific lega- 
cies and bequests (non-residuary) should 
bear their share of the tax. This con- 
tention was likewise overruled. 


TAXATION — Estate & Inheritance — 
Testator May Provide That Feder- 
al Tax be Reduced from Bequests 


Washington—Supreme Court 

Re Miller’s Estate, 151 Wash. Dec. 72, 316 P. 

2d 124, 

Testatrix provided that inheritance 
taxes, both state and federal, be de- 
ducted from the respective bequests. A 
State statute provided that the amount 
of the Federal estate tax shall be de- 
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ducted as a claim or indebtedness against 
the estate. The state contended that the 
estate tax must be deducted from the 
residue, the same as other debts, which 
in this case would result in a higher in- 
heritance tax. The State appealed from 
an adverse ruling. 


HELD: Affirmed. There is nothing in 
the Washington statute to prohibit a 
testamentary direction for payment of 
the federal estate tax from other than 
the residue. A person may, by will, re- 
quire each beneficiary to pay his share 
of the federal estate tax. 


NOTE: The 1957 Legislature passed 
an act eliminating the $40,000 life in- 
surance exemption and repealing the 
provision for deduction of the Federal 
estate tax for inheritance tax purposes. 
Public opposition to the elimination of 
the life insurance exemption resulted 
in obtaining sufficient signatures for 
Referendum, Whether or not the Legis- 
lative Act becomes effective law will de- 
pend on the outcome of the Referendum 
Measure now pending. 


WILLs — Construction — Asset Not 
Specifically Bequeathed Passes by 
Intestacy Where No Residuary 
Clause 


New Jersey—Superior Court 
In re Schmidt, 134 A. 2d 810. 


Decedent bequeathed remainder of any 
cash in bank accounts after  pay- 
ment of debts, funeral expenses, and 
administrative expenses, to his wife to- 
gether with personal effects, household 
furniture, jewelry, clothing and any au- 
tomobile or automobiles. Other specific 
bequests were set forth. Will contained 
no residuary clause. $24,000 was found 
in decedent’s safe deposit box. Issue 
raised is whether this $24,000 should 


be distributed to wife or be distributed 
according to laws of intestacy. 


HELD: Court must not concern itself 
so much with what testator meant to 
say, but with what he meant by what he 
said. It must construe will as made. 
Whether omission was made through 
oversight or some other reason, court 
found no basis for repairing defect by 
construing “cash in any bank account” 
to include cash in safe deposit box. As- 
set did not pass under bequest of per- 
sonal effects, since here decedent was 
specific as to what he meant. Since testa- 
mentary language was clear, $24,000 
must pass as intestate property. 


A A A 


Trustman Writes Brochure 
on Virgin Islands 
Tax Advantages 


A thirty page brochure discussing the 
tax advantages of United States citi- 
zens who reside in the Virgin Islands 
has been prepared and published by 
Horace K. Hays, a Florida trustman. The 
booklet covers estate tax, gift tax and 
income tax matters, as well as a sec- 
tion on real estate and miscellaneous 
taxes. . 


The author points out that “all of the 
States, with the single exception of the 
State of Nevada, have joined the parade 
of ‘soaking the rich.’ Outside the con- 
tinental United States, located 4% hours 
by air from Miami and 5% hours from 
New York City, is the one place where 
the maximum relief from tax confisca- 
tion is available.” 


Copies of the brochure can be ob- 
tained from the author at 6901 Almansa 
St., Coral Gables, Fla. 
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Property Chargeable with Debts—Okla. 
Proposed Treaty Concerning Activities of Con- 
suls in Administration of Estates Involving 


522 


Foreign Nationals—Christian M. Lauritzen, 
II.— 856 

Public Auction cf Perscnal Property—Guide- 
posts in Valuating and Selling Household 
Effects—Leslie A. Hyam—1184 

Simplificaticn of Security Transfers by Fiduci- 
aries—Alfred F. Conard—851 

When Administrator is Chargeable with In- 
terest on Undistributed Assets—Mass.—418 


Business 
Management and Retention ef Small Business 
Committee Report—882 


ASSOCIATIONS & SCHOOLS 


Bank Women Discuss Trust Questions—1227 

Canadian Trust Funds Pass $5 Billion Mark 
Trust Companies Association Holds Annual 
Meeting—536 

Largest FPRA Convention Hears About Per- 
sonal and Business Estate Planning—980 

Mid-Winter Trust Conference Highlights—200 

Mutual Fund Conference—Short Term Modest 
Recession But Basic Trend Warrants Opti- 
mism—Henry Ansbacher Long—1004 


N. J. Trust Conference Sparks Legislative 
Action—1229 
Proceedings of American Bar Association, 


Probate and Trust Law Divisions—822 
Report of 26th Mid-Continent Trust Confer- 
ence—1176 
Texans Hold Trust Meetings—1133 
Trust Film Premier Highlights 
Trust Conference—1135 
Trust Trends at A.I.B. Meeting—543 


Western Trust Conference Highlights—1080 


New York 


BANKING RELATIONS 


The Unpampered Darlings—Trust Depart- 
ment’s Relation to the Bank—Lloyd W. 
Knox—750 


BAR RELATIONS 


Banks Not Required to Retain Independent 

Counsel in Administering Fiduciary Business 

Employees Appearing in Court Must, 
However, Be Attorneys—Conn.—522 


1262 


Bar Moves Against Ohio Trvst Companies 
Belford P. Atkinson—720 
Damages Recoverable Against 
Preparing Invalid Will—Cal. 

195 
Estate Planning—1957—The Lawyer Quarter- 
back—Harrison F. Durand—8s41 


Layman for 
523 


Estate Planning Course 


BENEFICIARY RELATIONS 


Are We Caring For Assets or People?—Per- 
sonal Services of Personal Representative 
Walter C. Baker—432 


Beneficiary Contrels of Trustee’s Discretion 
as to Income or Corpus Distributions—A. 
James Casner—216 


CHARITABLE TRUSTS 
Cousins Have No Right to Contest Charitable 


Bequest—Cal.—524 

Exclusion of Negroes Under Girard Will 
Voided—U.S. Supreme Court—725 

Exclusion of Negroes under Girard Will Up- 
held—Pa.—93 


Four Family Situations for Using the Com- 
munity Foundation—Louis S. Headley—328 
Operation Face Lift—Improving Our Communi- 
ties—Roy W. Johnson—1236 

Provision in Will Executed Within 30 Days of 
Death Upheld as Substantially Identical to 
Earlier Will—Pa.—1165 

Trustee of Girard Estate Removed to Permit 
Ban on Negroes—Pa.—1061 

Trusts For Public and Civic Uses—Our Na- 
tional Park Trust Fund—Conrad L. Wirth 


748 
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CLAIMS 
Action for Wrongful Death Lies Although 
Defendant May Participate in Recovery— 
Pa.—418 


Claim Based on Widow’s Failure to Pay 
Share of Taxes and Expenses Attributed to 
Dower was not Barred by Laches—Fla.—189 

Creditor of Decedent May Institute Action 
Against Devisee Although Action Against 
Executor is Barred—D.C.—189 

Election Between Bequest and Claim; Legacy 
to Creditor as Discharge of Debt—Fla. 
1061 

Impounding Estate Funds to Secure Claim in 
Litigation Unwarranted—Pa.—726 

Order to Support Does Not Survive Father's 
Death—Fla.—726 

From Which 

and Taxes 


Property 
penses 


Debts, Funeral Ex- 
are Payable—Il]l.—1258 
Wife an Accommodation Maker on Husband’s 


Note Entitled to Reimbursement Out of 
Estate—Tenn.—627 
e 
COMMON TRUST FUND 
Bonds Held in Common Trust Funds—759 


Common Fund Reporting—195 
Common Trust Funds and Capital Gains—326 


Common Trust Funds Hold 641 Common Stocks 
—365 


Convertible Bonds in Common Trust Funds— 


Equity Changes in Common 
132, 1106 & correction 1210 

Favorite Fifty Common Stocks in 228 Com- 
mon Trust Funds—464 


Trust Funds 


Federal Reserve Common Trust Fund Survey 
Shows Slower Growth—678 
First Pennsylvania Divides Common _ Trust 


1219 

Multiple Common Trust 
Beneficiary Needs 

118 Common Trust Funds 
in Common Stocks—60 


Preferred Stocks 
460 


Fund 


Funds for Varying 
Paul D. Remington 


Hold 


Million 


$600 


in Common Trust Funds 


COMPENSATION 


Attorney's Fee—Executor’s 
Will—Cal.—1165 


Comparative Study of Fees for Corporate Fidu- 


Duty to Defend 


ciary and Similar Services—Francis M. 
Smith—1027 
Fair Fees or Fee Freeze ?—534 


CONFLICT OF LAWS 


Intenticn of Testator to be Determined Under 


Rules of Testator’s Domicile at Time Wi 
Was Made—N.J.—727 
Local Decree Did Not Govern Foreign Land— 
Mo.—524 
Trust Not Invalid Because of Reservations ir 
Trustor—Validity Determined by Law of 
Situs—Del.— 418 
a 
CORPORATE TRUSTS 
Avoiding Abandoned Stockholders— Exceptional! 
Record from Bank’s Program—R. L. Smith 


1024 
Cautions in Drafting and Administering Cor- 


porate Trust Indentures—Frank J. Pohl 
247 

Conflicts of Interests in Corporate Trustee- 
ships—G. K. Sandweg—340 


Corporate Trust Services 
Paul B. Robb—126 

Furthering Cecrporate Business Authenticating 
Proxies—Elliot G. Kelley—172 


in Smaller Cities— 


COSTS & EXPENSES 

Atlanta District Banks Hold $3.2 Billion Trust 
Assets—667 

It’s the Costs 
bach—1244 

New England Survey of 
Income & Expenses—75 

10th & 11th District Trust Departments Sur 
veyed—754 


That Cost—John M. Cooken- 


Trust Departmen 


5 


Trust Earnings and Expenses: 
664 


N. Y., N.J- 


COUNCILS 


Insurance & Estate Planning 
The Trend in Councils—Survey Shows Switch 
to Four-Profession Membership—Walter J: 
McLaren—383 
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pISTRIBUTION 


Adopted Child Not Included in ‘‘Issue’’—Me.— 
725 

Alien Property Custodian Could Seize Execu- 

tory Interests—Cal.—310 

Beneficiary with Claim Against Estate Not 
Required to Elect—Ky.—627 

Common Disaster Clause Did Not Vary Statu- 
tory Rule—Ohio—419 

Conversion of Specific Devise Does Not De- 
prive Devisee of Proceeds of Sale—Ky.- 
725 

Debt of Predeceased Heir Chargeable Against 
Share Passing to Representatives—Kans.— 

om | 628 

Deduction of Heir’s Indebtedness 
state Share—Okla.—1165 

Devise for Consideration Does Not Lapse on 
Death of Devisee Before Testator—Cal.— 
189 


from Inte- 


Direction to Pay Proceeds Out of Sale of 
Property—Ore.— 627 
Effect of Principal 
Beneficiaries on 
1258 
Grandnieces Take Before 
though Within Same 
Okla.—954 
Heirs of Each Parent of Decedent Held 
titled to Share in Realty—Tenn.—954 
Husband May Adopt Wife as Heir—Ky.—954 
ou ' ee we =, 
Negative Provision Insufficient to Disinherit 
Heir; Attorney-Client Communication Not 
Privileged—U. S. Dist. Court—1061 


Adoptees Take as Children 


Some 
Pa. 


Withdrawals by 
Shares of Others 


First Cousins Al- 
Degree of Kinship 


En- 


Remainder Vested 
Cal.—1165 
Seeond Adoption Divests Child from Rights in 
Estate of First Adoptive Parents—Colo.— 

1061 
Second Adoption Superseded First Adopting 
Parent’s Agreement Not to Disinherit Child 
Colo.—310 
Where Estate has Appreciated Widow’s Share 
is Determined as of Date of Distribution 
Mass.—419 


F DRAFTING WILLS & TRUSTS 
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Cautions in Drafting and Administering Cor- 
porate Trust Indentures Frank J. Pohl—247 


Distribution in Kind at Tax Values under 
Marital Deduction Formula Clause—N. Y. 


ry 93 


Drafting Hints for Partnership Buy-Sell 
Agreements—Arthur B. Willis & Richard H. 
Forster—337 

Flexibility in Estate Planning—Sample Clauses 

A. James Casner—85 

Committee Report 

Pour Over Wills—Correspondence—196 

Standard Clauses for Wills—Ralph R. Neuhoff 
—monthly Jan. through Nov. 

Tax Problems of Formula Type of Marital De- 
duction Bequest—Byron E. Bronston—887 

When Should A Trust End?—Forced Termina- 


tion at Slated Age Undesirable—R. C. Short 
—1084 


Peour-Over Provisions 876 


ECONOMIC & FINANCIAL 


Effects of World Developments on Our Money 
and Capital Markets—Raymond Rodgers 
220 


da Harnessing The Sun’s Energy—Can Jt Com- 


pete with Natural Fuels?—-H. Leslie Hoff- 
man—1019 

More Temperate Expansion Climate Noted in 
The Canadian Economy—Bache & Co.—586 

What’s Happening to Our Water?—Edgar T. 
Olson—Pt. I: Appraisal of Expanding Needs 
& Fulfillment Possibilities—8; Pt. II: 
Processes and Costs of Conversion from 





Brackish and Sea—141; Pt. III: Some Eco- 
nomic Implications—276; Pt. IV: Invest- 
ment Implications of Rising Needs—357 
The Education of 100,000 Capitalists—Big Role 
for Investment Clubs—Lyle Anderson—1001 


DECEMBER 1957 


EMPLOYEE RELATIONS 


A Trust Department School Bank Develops 
Trust Personnel from Own _ Staff—John 
Barry Hubbard—67 


Employee Reporting and Training—500 
To A Professional Degree!—Bruce Baird—755 
Training Pays Off—D. H. Tuttle—1132 


Trust Business as a Career—Walter Kennedy 


—1176 
What is Your Employee Problem? Program 
of Training to Assume _ Responsibility- 
Robert Coltman—240 
oe 


ESTATE ANALYSIS & PLANNING 


Beneficiary Controls of Trustee’s Discretion as 
to Income or Corpus Distributions—A. James 
Casner— 216 

Disposition of Oil and Gas Interests 
Cook—846 

Dual Role of Estate Plannin~ 
of Plans for “‘Living’’ Too 

648 & Correction 943 

Estate Planning as Sales Tcol—Use of Loans 
in Planning Personal & Business Assets 
Thoburn Mills—1085 

Estate Planning in Canada—A 
Science Extended to a widening 
W. Trefor Morgan 3 


553 
1957 


The Lawyer Quarter- 


Cecil N. 


A Valuation 
Osear S. Caplan 


Growing 
Sphere 


Estate Planning 


back—Harrison F. Durand—841 
Financine Liquidity for Estate Taxes—New 
Insvrance Plan Frees Funds for Invest- 


-~Arthur H. Dauman—24 
Four Family 


ment 


Situatiecns for Usine the Com- 


munity Foundation—Louis S. Headley—328 

Grandfather Trvsts—Tax Advantages Clarified 
Under 1954 Code—Carl A. Stutsman, Jr. 
175 

Personal Affairs Month Observed for Second 
Year—544 

Preview of Estate Administration—Joseph F. 


Nelan—441 

Plannine Disposition of Employee Death Bene- 
fits—David Stock—972 

Specific Functions of the Accountant in Estate 
Planning—Allen Tomlinson—20 


Use of the Marital Deduction 
port—872 


Committee Re- 


Using a Questionnaire and Inventory in Estate 
Planning—Robert T. Knight—116 


FIDUCIARIES 


Action to Remove Corporate Trustee Dis- 
missed—No Showing of Wrongful Disburse- 
ments or Mismanagement—Wash.—1166 

Administrator Not Entitled to Enjoin Law 
Suit Against It But Might Enjoin Unjust 
Judgment Therein Obtained—Tenn.—955 

Beneficiary Centrols of Trustee’s Discretion as 
to Income or Corpus Distributions—A. James 
Casner—216 

Co-executors Jointly and Severally Liable for 
Loss—Mich.—189 

Co-fiduciary or Consultant 7?—Opportunities and 
Cautions in Appointment—Gilbert a 
Stephenson—741 

Duty of Undivided Loyalty—Acting as Sales- 
man of Trust Property Improper—R. I.— 
1062 

Evidence of Trustee’s Misconduct Admissible 
in Action to Remove Him as Executor— 
N. J.—94 

Powers Given Co-executors 
cised by All—Del.—190 


Statute Setting Up Preference in Appoint- 
ment of Administrator Not Applicable to 
Administrators C.T.A.—Fla.—1258 

Surviving Spouse Has Rieht to Administer 
Community Estate—Wash.—190 

Worthy of Its Hire—Judge’s View of Corpo- 
rate Fiduciary’s Value—Hon. Frank L. Mc- 
Avinchey—976 


Must be Exer- 


FOREIGN TRUST SERVICE 


Bread and Butter Practice of the Average 
Solicitor—Edward F. George—853 & Cor- 
respondence—1071 

Canadian Trust Funds Pass $5 Billion Mark— 
Trust Companies Association Holds Annual 
Meeting—536 

Estate Planning in Canada—A Growing Science 
Extended to a Widening Sphere—W. Trefor 
Morgan—553 





Quotes From British Corporate Trustees—791 
Trust Business Via Branches 
— 564 


Trust New Business Development in Canada— 
570 


G. Gordon Bryce 


Trusts Under Sccts Law—Hugh Macnee Fraser 
509 


Trusts Under Swiss Law—289 


GIFTS 


Right of Access to Safe Depcsit Box Does Not 
Constitute Delivery—Pa.—190 


GUARDIANSHIP 
First Conservatorship Established Under New 
Law—San Diego—1068 


Probate Court Has No Power to Apply Ward's 


Estate Toward Funeral Expenses of De- 
pendent Parent—Mass.—190 


Whe Should Be Property Guardian For A 


Minor?—Ward R. Whipple—1125 
e 
INSURANCE 
Life 


Creditor is Constructive Trustee Where Policy 
is Assigned in Satisfaction of Debt—Wis.— 
524 

Insurance for Investment, Compensation, Busi- 
ness Purchase—Million Dollar Round Table 


752 
Insurance in Estate Settlement—Administra- 
tion and Tax Aspects—Edwin H. White— 


645 

Life Insurance During Inflation—Fallacies in 
Objections and in Term Policies—Reginald 
L. Kayler—545 & Correspondence 959 


Will Created Trust of Estate but Not of In- 
surance—Texas—419 
* 


INSURANCE TRUSTS 
Business 
Business Insurance When One Partner is Un- 
insurable—Edward Fisher—974 
Drafting Hints for Partnership Buy-Sell 
Agreements—Arthur B. Willis & Richard 
H. Forster—337 
Effects of 1954 Code & Regulations on Stock 
Purchase Agreements—Hugh M. Mackay— 
121 & 204 
Pruning Confusion Out 
Denis B. Maduro—753 


of Prunier Case— 


Use of Buy and Sell Agreements: A Case 
Study—Harold S. Voegelin—1189 
a 
INVESTMENT POWERS 
Removal of Restrictions Denied—Cal.—727 


INVESTMENTS 


A Full Cycle for Trust Investments— Equities 
to Debts and Back Again—Russell J. Clark 
—1110 


1263 








Aircraft and ‘Flying Hardware” (United Air- 
craft Corp.)—Investment Seminar—764 


Atomic Energy Developments as Highlighted 
in Corporation Annual Reports—699, 777 & 
938 


Bonds Held in Common Trust Funds—759 


Business Machines and Automation (Bur- 


roughs)—Investment Seminar—964 


California Trustmen Scan Investment Horizon 
—1218 

Changing Concepts of Trust Investments—lIs 
Trustee Under Duty to Protect Income Bene- 
ficiary Against Inflation ?—Elmer L. Fingar 
—864 


Coal Industry—An Old Industry on Comeback 
Trail—Ivan A. Given—689 


College Retirement Equities Fund Five Years 
Old—Variable Annuity Performance—R. Mc- 
Allister Lloyd—651 


Convertible Bonds in Common Trust Funds— 
926 


Common Trust Funds Hold 641 Common Stocks 
—365 

Comparison of Yields on Canadian & U. S. 
Securities—578 

Dividend Growth as Determinant of Common 
Stock Values—John C. Clendenin—1(4 

Liversification of College Endowment Funds— 
991 


Economic Diversification 
vestment Seminar—1076 


(Grace & Co.)—In- 


Squities Still in Favor—Symposium—34 
Equity Changes in Common Trust Funds—132 
Favorite Canadian Equities—590 


Favorite Fifty Common Stocks in 228 Ccmm-cn 
Trust Funds—464 


Good Stocks Still 
gram—245 


Belong in Balanced Pro- 


Graduated Investment Programs 
Dominion Panel—591 


Offered by 


Heat, Power & Atomic Energy (Babcock & 
Wilcox Co.)—Investment Seminar—685 


Housing and Building Materials 
Gypsum Co.) 


(National 
Investment Seminar—820 


Investing fer Pension and _ Profit-Sharing 
Trusts—-Arthur L. Coburn, Jr.—255 


Investment Company Notes—Henry Ansbacher 
Long—Monthly 


Investment Memes—Monthly 


Investment Panel Appraises Outlook—1202 
Investment Panel at Western Trust Confer- 
ence—1081 


Investments of 'nstitutional Investors Mutual 
Fund, Inec.—42 & 674 

Jekyll and Hyde of Insurance—and Its Invest- 
ment Opportunities—Shelby Cullom Davis 
232 

Let’s Study Investments—Trust Growth 
mands Research—Dr. James A. Clos:—50 

Liberalization Noted in Canada’s Institutional 
Investing—588 


Henry Ansdacher Long Index of Mutual Funds 


De- 


—Monthly 

Management Speaks—O. Rogers Flynn, Jr. 
Monthly 

Materials Handling & Hardware (Yale & 


Towne Mfg. Co.)—Investment Seminar 
Moody’s Investors Yield Tables—Monthly 
Nuclear Energy Report—Edward R. Trapnell 

—Monthly 
118 Common Trust Funds Hold $600 Million 

in Common Stccks—60 
Oil Industry—Fundamentals 

Future—Reger R. Sharp—467 
Our Water Problem—Investment Implications 

of Rising Needs—John W. Thornton—357 
Preferred Stocks in Common Trust Funds—460 
Sidelights on Institutional Investment—Month- 

ly 
Short Term Modest Recession But Basic Trend 

Warrants Optimism—Henry Ansbacher Long 

—1004 
The Big Challenge—Equities Permanent Part 

of Investment Fabric—Benjamin Strong— 

996 
The Trustee, The Stock Market and The Meas- 


ure of Damages—Daniel G. Tenney, Jr.— 
824 


575 


Augur Bright 


1264 





Trustee—Corporation Investment Seminars— 
Announcement—533 


Trustees’ Investments Need Not Keep Pace 
With Inflationary Rise in Economy—N. Y. 
—1062 


JOINT TENANCIES 


Bonds and Bank Account Pass to Survivor— 
Neb.—727 

Creation of Estate by 
Account—Fla.—84 

Estate in Bank Account May or May Not Be 
by Entireties—Fla.—310 

Lien For Old Age Assistance Lost on Death 
ef Recipient Before Other Joint Tenant— 
Mass.—628 

Printed Bank Cards Reciting a Right of 
Survivorship in Checking Account Does Not 
Establish Survivorship Interest—U. S. Court 
of Appeals—809 

Procedure for Determining County in Which 
Estate is to be Administered—Okla.—94 

Surviving Cotenant Entitled to Reinmburse- 
ment for Real Estate Taxes—N. Y.—628 

Where No Gift Was Intended Survivor Has 
No Claim—U. S. Court of Appeals—727 


Entireties in Bank 


JURISDICTION 


Action for Wrongful Death Confers on Court 


Jurisdiction to Appoint Administrator— 
Wash.—311 
Ancillary Administration Based on Presence 


of Non-Resident Decedent’s Vehicle—Kans. 
—311 

Determination of Heirship Not 
Claim Proceeding—Minn.—628 


Proper in 


State of Domicile May Not Legislate Exclusive 
Rights Over Administration of Decedent’s 
Assets Wherever Located—Kans.—1258 

Trustee Has No Right to Appeal from Ter- 
mination of Trust by Settlor’s Guardian— 
Pa.—1166 


LAWS & LAW REFORM 


Civil vs. Common Law Trusts—Extending the 
Dual Concept—John Minor Wisdom—1194 
District of Columbia, Oregon Revise Inherit- 

ance Laws—1161 
Easing Security Transfers—Procedure under 
New Law Points to Simplicity and Uni- 
formity—Albert A. Marks, Jr.—1234 
Illinois Adopts New Statute on Security Trans- 
fer Simplification—Thomas H. Jolls—641 
Significant Trust and Probate 
Paul E. Iverson—901 


Simplification of Security Transfers by Fiduci- 
aries—Alfred F. Conard—861 

State Legislaticn Affecting Trusts and Estates 
—P. Philip Lacovara—910 & 1060 

Trust and Probate Literature—W. F. Schulz, 
Jr.—915 


Decisions— 


LIFE INSURANCE RELATIONS 


Estate Creation and Conservatisn—Lozical 
Basis for Underwriter-Trustman Collabora- 
tion—Vincent B. Coffin—449 


LIFE TENANT & REMAINDERMAN 


Commuted Value Must Be as of Testator’s 
Death, Plus Interest at Legal Rate, When 
Commutation Ordered by Court—N. Y.—954 


Contingent Attorney Fees Apportioned Be- 
tween Principal and Income cf Trust— 
N. Y.—524 


Credit of Overpayment of Income—Pa.—955 

Former Entitled to Income of Trusteed Part- 
nership Earned Between Date of Death and 
End of Fiscal Year—Tenn.—1062 

Former with Power to Consume Did Not 
Possess Fee—Ohio—311 





“From Peter to Paul’”—Income and Principal 
Adjustments Where Administration Expenses 
Used as 
Fleming—1089 

Gift of Sum from Income Did Not Create 
Annuity—Pa.—1062 

Latter Entitled to Interest on Proceeds of 
Sale from Former’s Death—Mo.—191 

Open Mine Rule Not Applicable When Intent 
is Clear—Res Judicata—Tex.—1063 

Proceeds to Real Estate Sale Not Apportion- 
able Between Income and Principal—Pa. 
1167 


Propriety of Depreciation Reserve—Allocation 
of Losses Incurred in Business—U. S. Court 
of Appeals—628 

Provision for Support of Beneficiary’s Children 
Does Not Create Vested Interest in Latter— 
Pa.—311 

Remaindermen Necessary Parties to Suit by 
Life Tenant to Compel Trustee to Invade 
Principal—N. J.—525 

Right to Income During Probate—Effect of 
Order Distributing Estate Without De- 
termination as to Principal and Income 
Cal.—629 

Use of Principal When Beneficiary’s Funds Are 
‘“‘Depleted’’— Kans.— 955. 


LIVING TRUSTS 


Estate and Gift Tax Consequences of Short- 
term and Controlled Trusts—David G. Kay 
968 


Inter Vivos Trust with Pour-over From Will 
is Not Subject to Probate Court Jurisdiction 


—Ind.—728 

Planning For The Almost Incompetent In- 
competent— 804 

President Eisenhower’s Trust Fund & Services 


—736 

Transfer of Res Unnecessary Where Settlors 
and Trustees Were Same—Mo.—420 

Transfer of Stock Created Trust Rather than 
Outright Gift—Minn.—420 

Validity Not Affected by Reservation of In- 


come or Deduction to Pay Death Charges 
Md.—809 


~« 
Validity of Trust Subject to Retained Powers 


—Il1.— 312 


MANAGEMENT POLICIES 
Major Trends in 
Whyte—543 


Meeting the Challenre of Expanding Trust 
Fields—Thoburn Mills—213 


Trust Field—Joseph L. 


NEW BUSINESS 

Developing Business For A Small Bank—J. H. 
Schilder—540 

Developing Trust Business 
J. H. Schilder—1246 

New Business Production Through Collective 
Investment for Pension and Profit Sharing 
Trusts—Cecil P. Bronston—1039 

On the Publicity Front—Monthly 

Retirement Trusts—A Challenge to Smaller 
Trust Departments—Robert S. Swain—122! 

“So Little For Eve’’—Trust Film—1146 

Trust New Business Development in Canada— 
570 

Within the Bank Training for Trust Business 
Development—Panel—1040 


in Small Bank 


ORGANIZATION 


Branch Trust Offices—Standards fer Opera 
tions and Autonomy—George W. Herman— 
1137 

Operation Problems of a Medium Trust De 
partment—Joseph T. Keckeisen—224 

Trust Business Via Branches—G. 
Bryce—564 


Gordon 





TRUSTS AND ESTATES 


Income Tax Deductions—<Austin 





PED 


> 1 






















- Principal 
1 Expenses 
ns—Austin 4 


lot Create 


roceeds of 
-191 

hen Intent 
3 
Apportion- 
pal—Pa.— 


-Allocation 
r. S. Court 
™ 


's Children 
n Latter— 


o Suit by 
to Invade 


—Effect of 
thout De. 


Income = 


Funds Are 


of Short- 
| G. Kay 


From Will 
urisdiction 


yetent In- 
& Services 
e Settlors 
20 


ither than 


on of In- 
Charges— 


oP 
od Powers 


oseph_ L. 


ing Trust 


nk—J. H. 


ll Bank 


Collective 
t Sharing 


» Smaller * 
rain—1224 
146 


Canada— 


—— 


, Business 


PENSION & PROFIT SHARING TRUSTS 


Alabama Bankers Association Sets Up Pooled 
Pension Fund—1046 

An Accountant Views Pension Planning for 
Small Enterprise—The Money Purchase Plan 
—Composite Case Study—Abraham J. Briloff 
—437 

Canada’s Retirement Savings Plans for In- 
dividuals—492 

Collective Investment Funds—Cecil P. Bronston 
—259 

Comptroller Studies Bank Pension Plans—783 

How Are You Preparing for Jenkins-Keogh ?— 
J. Brooks Corwine—1038 

Investing for Pension and Profit-Sharing 
Trusts—Arthur L. Ccburn, Jr.—255 

Investment Relations with Company—William 
F. Lackman—258 

Legislative Developments in Pension and 
Profit-Sharing Trusts—Gordon T. Wallis— 
868 


New Business Production Through Collective 
Investment for Pension and Profit Sharing 
Trusts—Cecil P. Bronston—1039 

New York Banks Hold $8 Billion in Pension 
Trusts—755 

99% of Employee Plans Approved—242 

Pensioner Not Entitled to Rely on Company’s 
Explanatory Booklet—Pa.—420 

Pension & Profit Sharing Digest—monthly— 
Hilary L. Seal: Can a Profit-Sharing Trust 
be a Successful Pension Plan ?—64; High- 
lights of AMA Seminar on Deferred Com- 
pensation Plans—161; At What Age Should 
a Man Retire?—287; Portable Pensions— 
387; Can Pensioners be Protected Against 
Inflation ?—490; Minimum Annual Contri- 
bution Required—613 ; Narrow Range of To- 
day’s Pension Formulas—704; Investing 
Profit Sharing Funds—786; Some Traps in 
Financing of Pensions—948 ; Administration 
of a Trusteed Pension Plan—1035 ; Actuaries 
Discuss Insured and Uninsured Plans—1130 ; 
Pension Plans in New York State—1221 

Pension Fund Investment Trends—456 

Pensions For The Self-Employed—Canada Now 
Permits Tax Exemption for Individuals—J. 
Fraser Coate—551 

Retirement Trusts—A Challenge to the Smaller 
Trust Departments—Robert S. Swaim—1224 

SEC’s Corporate Pension Funds, 1955—389 

Supplemental Unemployment Benefit Plans— 
Warren M. Harvey—263 

Termination of Employee Benefit Trusts—Dis- 
tribution of Fund—Possible Tax Liabilities— 
Frederick S. Beebe—252 


* 
PERPETUITIES 
Condition of Survivorship Violates Rule—N. Y. 
421 


First Mortgage Investment Fund Reports—577 

Future Interests Held Valid by Application 
of Doctrine of Separate Gifts to Separate 
Members of Class—Mass.—421 

Invalid Limitation Created Fee Simple—Miss. 
—728 

Limitation to Children of Bodily Heirs Invalid 
—Ky. 421 

Pooled Pension Fund—66 

Report on Rules Against 
M. Simes—847 

Restriction on Right to Sell 
Property Invalid—Kans.—629 


Perpetuities— Lewis 
or Mortgage 
e 


POWERS OF APPOINTMENT 


Grant and Exercise of Powers of Appointment 





r Opera: 
Herman— 


Trust De 


24 
Gordon 


STATES 


—Committee Report—874 


Power Reserved by Testator Created Impera- 
tive Trust on Failure to Exercise—N. Y.— 
312 


POWERS 
Foreign 
Control of Property in Other Jurisdictions by 


Domiciliary Representative—Christian M. 
Lauritzen, II—858 


Rights of Non-Resident Trust Companies— 
Chart—1059 


DECEMBER 1957 


Limitations 


Administrator Has No Inherent Power to 
Borrow Money or Subject Estate Property 
to Deficiency Judgment—Wash.—12°9 


Letter to Trustee Not Equivalent to Amend- 
ment—Mo.—422 

Public Policy Violated by Will Creating Trust 
if Beneficiary Remained Married—N. Y.— 
1167 

Trustee Could Sell Property Without Notice to 
Beneficiaries—Ariz.—629 

Trustee May Not Look to Beneficiary’s Other 
Resources in Determining Support Payments 
—Mo.—95 

Whether Power to Revoke Trust Includes 
Power to Amend—Effect of Partial Revoca- 
tion—Cal.—422 





PUBLIC RELATIONS 


National Trust Advertising ?—Thoburn Mills— 
1085 

Operation Face Lift—Improving Our Communi- 
ties—Roy W. Johnson—1236 

Personal Affairs Month Observed for Second 
Year—544 


Quotations from Bank Annual Reports—413 


REAL PROPERTY 


Heir May Lease Real Property Without Con- 
sent of Executor—Wash.—423 

Language Which Works Equitable Conver- 
sion—Facts Necessary to Show Equitable 
Reconversion—}1].—525 

Management of Real Property in Trusts and 
Estates—C. H. Olsang—1095 


REGULATION & SUPERVISION 


Changes in Trust Examination—Value of 
Comparable Data and Valuaticns—Robert C. 
Masters—228 


REVOCATION & TERMINATION 


Beneficiaries Cannot Compel Ending of Trust 
R. I.—1064 

Irrevocable Trust for Settlor’s 
Terminable Without Consent 
Heirs—Pa.—1260 

Proof of Testator’s Intention Admissible Where 
Ineffective Changes Made in Will—N. J. 
809 

Revocable Trust Became Fixed on 
Agreement—Okla.—1063 

Second Testamentary Writing Revoked Will 
Although Former’s Disposition Lapsed—Pa. 
—729 

Striking Out Bequests Held Ineffective Under 
Doctrine of Dependent Relative—Mich.—191 

Tearing Insufficient to Revoke Will—Miss.—95 

Trust Upheld Despite Identity of Trustees and 
Beneficiaries—Tenn.— 1064 

When Should A Trust End?—Forced Termina- 
tion at Stated Ave Undesirable—R. C. Short 
—1084 


Benefit Not 
of Unborn 


Divorce 


SPENDTHRIFT TRUSTS 


Trustees Directed to Pay Support to Bene- 
ficiary’s Child—Ill.—729 


SPOUSE’S RIGHTS 


Antenuptial Agreement Barring Rights of 
Curtesy Precludes Claim for Probate Home- 
stead—Ore.— 525 

Deposits in Joint Accounts Included in Sur- 
vivor’s Separate Property in Applying Limit 
on Renunciation of Will—Miss.—630 


Effect of Deed—Renunciation of Will Pre- 
cluded Where Survivor’s Property Equals 
Half of Estate—Miss.—630 

Requirement of Permanency in Homestead is 
Not Forever—Fla.—1260 

Right to Homestead is Personal—Ore.—956 

Sale of Realty for Partition Without Consent 
of Widow Not Permissible Except Subject to 
Widow’s Rights—Tenn.—809 

Survivor Entitled to Elect Against Will Al- 
though Law of His Domicile Gives No Such 
Right—Ohio—729 

The Widow’s Election as a Tax-Saving Device 
—Leon B. Brown—30 

Widow Entitled to Dower in Kind of Mort- 
gaged Realty After Sufficient Acreage to 
Pay Mortgage is Set Aside—Tenn.—810 

Widow of Decedent Leaving Pre-marriage Will 
Takes Intestate Share Where “Provision 
Otherwise” Is Not Adequate—Del.—525 


STATISTICS 


Business 
National Trust Earnings, Assets Up—1074 
Net Income of Leading Corporaticns—346 
Historical 


Continental Illinois Attains 100 Years—First 
in State with Trust Powers—606 


Highlights in History of Philadelphia’s First 


Trust Department — First Pennsylvania 
Banking & Trust Co.—709 
75th Anniversary of Trusteeship in Canada 
(Toronto General Trusts Corp.)—607 
Probate 
Compcsition of Gress Estates—1953 chart— 
325 & 336 


Composition of 36,595 Estates—1173 


Trust Funds 

Canadian Trust Companies Report Expanding 
Business—572 

Canadian Trust Funds Pass $5 Billion Mark— 
Trust Companies Association Holds Annual 
Meeting—536 

Eleventh District Survey of Trust Department 
Income and Expense—1133 

New York State Trust Department Earnings 
Up 30%—180 

Trust Business Biggest Ever—Survey of 1956 
Repcerts Reveals Record High in Assets and 
Gross Earnings—409, 497 

Trust Department Earnings Reported—Boston, 
New York—1142 

Twelfth District Surveys Trust Departments— 


87 
$20 Billion Trust Assets in State Institutions 
—1143 
e 
TAXATION 


Estate & Inheritance 


Adjustments Required Where Marital Deduc- 
tion Formula Clause Used and Expenses 
Taken as Income Tax Deductions—N. Y.— 
810 

Bequest to Charity Not Confined to State 
Not Exempt from Succession Tax Even 
Though Distribution Policy is Restricted to 
State—Ohio—526 

Blockage Rule Adopted in Valuaticn of Large 
Number of Shares—Tax Imposed on Bene- 
ficiary Who Surrendered Portion of Bequest 
to Will Contestants—Texas—729 

Canadian Succession Duties As They Affect 
Estates of U. S. Decedents—Francis G. Pletz 


—558 
Commuted Value of Widow’s Life Estate 
Under Residuary Trust Not Reduced by 


Estate Tax—N. J.—1167 


Debts are Deductible Although There Are No 
Probate Assets—Pa.—312 


Deduction Allowed Non-resident Decedent’s 
Estate for Non-resident Charities—Miss.— 
423 


Determination of Heirship by Probate Court 
is Binding on State Controller for Tax 
Purposes—Cal.—526 

Dissenting Widow Not Liable for Death Taxes 
Where Will Specifically Provides for Taxes 
Upon Property Not Passing Under Will— 
Tenn.—810 
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Effect of Increase in Fees after Death on 
Deduction—Cal.—95 
_Effect of Marital Deduction on Apportion- 
ment—N. J.—313 
~ Effect of Marital Deduction on Proration— 
Stock Split and Merger’s Effect on Legacies 
—Conn.— 313 
Estate and Gift Tax Consequences of Short- 
term and Controlled Trusts—David G. Kay— 
968 
Failure to Exercise Power of Appointment 
After Vesting Because Donee Adjudged In- 
sane—Minn.—1063 
Foreign Death Duties—C. D. Paxton—566 


Half of Cash Value of Insurance Paid for by 
Husband Out of Community Funds is Tax- 
able on Wife’s Death—Texas—730 


Insurance Exemption Reduced by Amount of 
Marital Deduction—N. Y.—730 


Joint Tenancy Not Subject to Tax—Mo.—956 
Liability of Trustees for Inheritance Taxes 
of Foreign States—Joseph G. Gross—444 
Proposed Estate Tax Regulations—Credit for 
Prior Tax, Valuation, Retained {nterests, 
Annuities, Powers of Appointment, Marital 

Deduction—Vance N. Kirby—12 

Propesed Estate Tax Regulations—Estates of 
Nonresidents Not Citizens—Leroy E. Rod- 
man—79 

Surviving Stockholder Liable for Increased 
Estate Tax Resulting from Revaluation— 
N. Y.—527 

Taxation of Non-Resident 
Attorneys Assn. study—81 

Taxes Payable Out of Residue—S. C.—526 

Testator May Provide That Federal Tax be 
Reduced from Bequest—Wash.—1261 


Estates—Probate 


General 
Federal Tax Notes—Samuel J. Foosaner 
Monthly 


“From Peter to Paul’’—Income and Principal 
Adjustments Where Administration Expenses 
Used as Income Tax Deductions—Austin 
Fleming—1089 

Problems of Decedents’ Estates in Filing Joint 
Income and Gift Tax Returns—Christian M. 
Lauritzen, II—857 

Property and Tax Consequences of Renuncia- 
tions and Disclaimers—Gilbert L. Smith, 
Jr.—744 & correspondence 1158 

Tax Problems of Formula Type of Marital De- 
duction Bequest—Byron E. Bronston—887 

The Widow’s Election as a Tax-Saving Device 

-Leon B. Brown—30 


Gift 
Estate and Gift Tax Consequences of Short- 
term and Controlled Trusts—David G. Kay 
968 
Proposed Gift Tax Regulations 
Significant Changes 
108 


Highlights cf 
Walter L. Nossaman 


Income 


Avoiding Income Tax Trap on Distribution by 
Estate to Residuary Trust—John H. Falsey 
405 

Critical Analysis of Proposed Law on Multiple 
Trust Taxation—Allen Tomlinson—1180 

Final Regulations on Income Taxation of 
Short-Term and Controlled Trusts—William 
E. Murray—332 

Final Regulations on Taxation of Estate and 
Trust Income—George Craven—112 

Income Taxation of Annuities—Final Regcula- 
tions Apply New Exclusion Ratio Theory 
Samuel J. Foosaner—27 

Income Tax Problems of Estates—Committee 
Report—878 

Specific Phases of Taxation of Income in Re- 
spect of Decedents—Carter T. Louthan— 
236 

Taxation of Optional Capital Gains Distribu- 
tions to Individual Shareholders by Invest- 
ment Campanies—(list of states)—63 

Taxation of Parents on Trust Income Paid to 


Children— William K. Stevens—849 
a 
WILLS 
Construction 
Absolute Bequest Followed by ‘‘Wish’’ That 


Remainder Be Bequeathed to Heirs Created 
Fee Simple—Mo.—730 
Additional Stocks Shares 

Legatee—Ore.—731 


Belong to Specific 


Adoptees Not Included in Term ‘“‘Children’’— 
Cal.—423 

Alternate Bequest to Heirs of Remainderman 
Does Not Make His Interest Vested—Me.— 
314 

Asset Not Specifically Bequeathed Passes by 
Intestacy Where No Residuary Clause—N. J. 
—1261 


Bequest Created Annuity Rather Than Gift of 
Income—Cal.—810 

Bequest of Residuary Estate to Brother who 
Survived Testatrix Included Vested Re- 
mainder Owned by Testatrix—D. C.—424 

Bequest to Heirs of Person Who Predeceases 
Testator Goes to Heirs Determined as of 
Testator’s Death—Mass.—191 

Bequests Suspended Until Legatee Marries— 
Definiteness of Beneficiaries—Del.—811 

Class Gift Where Members are Named—Dispo- 
sition of Lapsed Residuary Bequest—lIll. 
423 

Device to Nieces by Name Was Class Gift 
Pa.—527 

Effect of Limitations in Gift by Will on 
Additional Gift by Codicil—Ill.—630 

Effect on Expression ‘‘Shall Vest’? on Nature 
of Remainder—Cal.—191 

Evidence of Contract to Devise Held Insuffi- 
cient—Wash.— 630 

‘‘Heirs-at-Law’’ Determined as of Survivor’s 
Death—R. i.—1064 





‘Issue’ Does Not Include Adopted Child— 
N. J.—424 
Lawful Issue Does Not Include Adoptees 


Cal.—528 
No Ademption When Testator Owns 
erty at Death Answering 
Specific Devise—N. Y.—314 
Oral Contract to Bequeath Property 
enforceable—Ind.—1065 


Prop- 
Description of 


Un- 


Remainder Vested at Termination of Trust in 
Spite of Reference to Distribution—TII].—811 

Specific Language Did Not Vary Rule Charg- 
ing Bequests Against Realty—Ohio—96 

Survivorship of Life Tenant Remainder 
Vested—Md.—96 

Term “Personal Effects’? Did Not Include Cash 
and Securities—Pa.—731l 

Vested Equitable Remainder Transmitted by 
Will—U. S. Court of Appeals—528 

Vesting under Executory Devise—Ore.—1065 

Probate 


Administrator C.T.A. May Be Designated Only 
By One Entitled to Serve—Wash.—1067 


Bequests Not Forfeited Where Legatee Sus- 
pected of Altering Will—Pa.—528 

Broad Statement About Inheritance Held Not 
to be Fraud—Ore.—732 

Conditional Testament Held Inoperative—Ky. 

1067 

Constructive Trusts in Probate Proceedings 
Paul E. Iverson—837 

Court May Not Deny 


Will Probate Where 


There is Evidence of Compliance With 
Formalities of Execution—Ohio—631 
Declaratory Suit Involving Will Requires 
Legatees as Parties—Ore.—1067 


Direction to Executor to Destroy Property is 
Invalid—N. Y. 192 

Duty of Attorney to Return Revoked Will to 
Testatrix—Neb.—424 

Heirs May Contest Will Although Prior Wills 
Excluded Them—N.M.—812 

Inconsistent Grounds May Be Pleased in Will 
Contest— Wash.—631 

In Contest Service Upon Administrator Must 
Be in Fiduciary Capacity—Ohio—192 

Injunction Granted to Stay Probate Proceed- 
ings in Another State—N. J.—192 

Matters Considered at 

Wash.—314 

Proof of Nonrevocaticn of Lost Will—Minn.— 
631 

Right of Heir-Legatee to Contest Will Before 
Accepting Under It—Tex.—1167 

Testator’s Adoption of Execution by Author is 
Valid—N. Y.—631 

Time Sequence of Signatures Not Material— 
Pages Need Not Be Fastened—Iowa—1068 

Time to File Caveat Not Extended for In- 
competent or Committee—U. S. Court of 
Appeals—632 


Objections 
Hearing 


Original 


Prominent & Unusual 


Wills of the Month—(monthly)—Lawrence D. 
Bell, George Bancroft—89; Clarence Mott 
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Woolley, Harry C. Black, Samuel A. Lerner, 
Louis J. Horowitz—188; Frank Stanley 
Beveridge, William G. Selby—304; Francis 
R. Stark, Stewart McDonald, Mortimer L, 


Burbank, Theodore Seltzer—417; Hum- 
phrey Bogart, Jesse W. Lewis, Henry A. 
Seandrett—521; Jack Cohn, Thomas L, 


Smith, Foster B. Parriott, Charles W. Gross, 
Gustave C. Kuemmerle—625; Rear Admiral] 
Richard E. Byrd, Patrick W. R. Glover, 
Josephine Hull, Redfield Proctor, Cornelius 
F. Kelley, Austen S. Cargill, G. Donald 
Spackman—724; Sosthenes Behn, Wm. T. 
Stevenson, Arthur J. Wieland—808; Ken- 
neth Roberts, L. Russell Kelce, Paul Starrett, 
Benjamin Daniels—1056; Ernest T. Weir, 
David Ovens, E. Roy Fitzgerald, Irving 
Langmuir, L. Boyd Hatch—1164; William 
Elliott, Morgan B. Brainard—1257 


Joint & Mutual 


Agreement to Make Reciprocal but Not Irre- 
vocable Wills—S. C.—1066 

Attempted Revocation—Court Will 
After Death of One Party—Texas—+%1} 

Effect of Joint Will Leaving All to Survivor 
With Remainder—Neb.—731 

Preof of Lost Joint Will—Neb.—73 

Terms Prevailed Over Conflicting Will Ex- 
ecuted After Death of Joint Testator 
—1066 


Tex. 


AUTHOR INDEX 
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820 
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Forster, Richard H.—Partnership Buy-Sell Agree- 
ments—337 
Fraser, Hugh M.—Trusts under Scots Law—509 


Given, Ivan A.—Coal Industry—689 

Greene, Cyril S.—Administration of British Assets 
in American Estates—265 

Gross, Joseph C.—Liability of Trustees for In- 
heritance Taxes of Foreign States—444 


Harvey, Warren M.—Supplemental Unemployment 
Benefit Plans—263 

Headley, Louis S.—Using The Community Founda- 
tion—328 

Herman, George W.—Branch Trust Offices—1137 

Hoffman, H. Leslie—Harnessing the Sun’s Energy 
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Horner, H. Mansfield—Aircraft and ‘“‘Flying Hard- 
ware’ Industry—764 

Hubbard, John Barry—A Trust Department School 
—67 

Hyam, Leslie A.—Public Auction of Personal 
Property—1184 

Iverson, Paul E.—Constructive Trusts in Probate 


Proceedings—837 ; Significant Trust and Pro- 


bate Decisions—901 
Johnson, Roy W.—Operation Facelift—1236 
Johnson, T. W.—Machine Applications in Smaller 
Trust Departments—1240 
Jolls, Thomas H.—Security 
tion—641 
Kay, David G.—Estate & Gift Tax Consequences of 
Short-Term and Controlled Trusts—968 
Kayler, Reginald L.—Life Insurance During Infla- 
tion—545 
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Transfer Simplifica- 


Joseph T.—Operation Problems of a 


Lloyd, R. McAllister—Variable Annuity Perform- 
ance—651 

Long, Henry Ansbacher—Investment 
Notes and Index—Monthly 

Louthan, Carter T.—Taxation of Income in Respect 
of Decedents—236 


Company 


MacKay, Hugh M.—Stock Purchase Agreements— 
121 & 204 

McAvinchey, Hon. F. L.—Corporate Fiduciary 
Worthy of It’s Hire—976 


McLaren, Walter J.—Trend in Councils—383 


Marks, Albert A.—Easing Security Transfers 
1234 

Masters, Robert C.—Changes in Trust Examination 
—228 


Mills, Thoburn—Meeting Challenge of Expanding 
Trust Fields—213; Estate Planning as a Sales 
Tool—1085 

Morgan, W. Trefor—Estate Planning in Canada- 
553 

Murray, William E.—Final Regulations on Short 
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Nossaman, Walter L.—Proposed Gift Tax Regula- 
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1095 
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915 
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Tenney, Daniel G., Jr.—Trustee, Stock Market and 
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of 
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ALABAMA 
Birmingham 
Birmingham Trust National Bank 
First National Bank he 
Montgomery 
First National Bank 


ARIZONA 
Phoenix 
First National Bank . 
Valley National Bank 
CALIFORNIA 
Los Angeles 


California Bank 

Citizens National Trust & Savings Bank 

Security-First National Bank 

Title Insurance & Trust Co. 

Union Bank & Trust Co. 

San Diego 

First National Trust & Savings Bank 

San Francisco 

American Trust Co. 

Bank of America N.T. & S.A. 

Bank of California, N.A. 

Crocker-Anglo National Bank > 

Wells Fargo Bank ... 

Santa Barbara 

County National Bank & Trust Co. 
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Denver 
Denver National Bank 
International Trust Co. 
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Hartford 
Hartford National Bank & Trust Co. 
New Haven 
First New Haven National Bank 
Union & New Haven Trust Co. 
Stamford 
Stamford Trust Co. 

DELAWARE 
Wilmington 


Delaware Trust Co. 

Equitable Security Trust Co. 

Wilmington Trust Co. 
DISTRICT OF COLUMBIA 

Washington 

American Security & Trust Co. 

National Savings & Trust Co. 

Riggs National Bank 
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First National Bank 

Ft. Lauderdale 

First National Bank 
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Barnett National Bank . 
Florida National Group of Banks 
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First National Bank 
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Citizens & Southern National Bank 
First National Bank . 
Fulton National Bank 
Trust Company of Georgia 
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Hawaiian Trust Co., Ltd 
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Chicago 
American National Bank & Trust Co. 
Chicago Title & Trust Co ete 
City National Bank & Trust Co. _.... 
Continental Illinois National Bank 
& Trust Co., ede 
First National Bank 
Harris Trust & Savings Bank 
Northern Trust Co. ead: 
Oak Park 
Oak Park Trust & Savings Bank 
DIANA 


Indianapolis 

Indiana National Bank ... 
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Des Moines 

Iowa-Des Moines National Bank 
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Louisville 


Citizens Fidelity Bank & Trust Co. 
MARYLAND 

Baltimore 

Fidelity-Baltimore National Bank 

First National Bank 

Maryland Trust Co. 

Mercantile-Safe Deposit & Trust Co. 
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BANK AND TRUST COMPANY ADVERTISERS 


The Banks and Trust Companies listed below, whose advertising during the past year has also supported the work 
TRUSTS AND ESTATES in serving the interests of fiduciaries, are especially aualified to handle estate and trust business in their 


(Page of latest insertion is shown) 


MASSACHUSETTS 
Boston 
Boston Safe Deposit & Trust Co. -.... Se 
National Ghawmut Bank ...........:..:..:....----<s-s. 1060 


Gig Cony asrust Co. ...........-.-.-.... Dec. 


3rd Cover 
Second Bank-State Street Trust Co. 866 


Cambridge 
Harvard Trust Co. 1242 
Springfield 
Springfield Safe Deposit & Trust Co. 86 
Worcester 
Worcester County Trust Co. ...... 237 
MICHIGAN 
Bay City 
Peoples National Bank & Trust Co. 280 
Detroit 
Detroit Bank & Trust Co. ..1179 
Manufacturers National Bank .-1261 
National Bank of Detroit _..... 1133 
MINNESOTA 
Minneapolis 
First National Bank ‘ 1142 
Northwestern National Bank 385 
St. Paul 
First Trust Company 174 
MISSISSIPPI 
Jackson 
Deposit Guaranty Bank & Trust Co. 804 
MISSOURI 
Kansas City 
City National Bank & Trust Co. 1090 
First National Bank 1250 
St. Louis 
St. Louis Union Trust Co. . 1187 
NEVADA 
Reno 
First National Bank of Nevada ? 1191 
NEW JERSEY 
Camden 
Camden Trust Co. 1123 
Montclair 
Montclair Trust Co. 722 
Morristown 
Morristown Trust Co. 1039 
Newark 
National Newark & Essex aennnit Co. 842 
National State Bank 1065 
Paterson 
First National Bank & Trust Co. 1158 
Plainfield 
Plainfield Trust Co. 1166 
Summit 
Summit Trust Co. 296 
NEW MEXIC O 
Albuquerque 
Albuquerque National Bank 1086 
NEW YORK 
Binghamton 
Marine Midland Trust ampeee of 
Southern New York 1037 
Brooklyn 
Kings County Trust Co. 241 
New York 
Bank of New York 1170 
II I a ats in nas Sccg end icgusadessee 1075 
Brown Brothers Harriman & Co. 1223 
Chase Manhattan Bank ..... 1207 
Chemical Corn Exchange Bank 958 
City Bank Farmers Trust Co. 1175 
Fiduciary Trust Co. ...... 1166 
Grace National Bank .......... 1124 
Guaranty Trust stand : 1169 
Hanover Bank ......... Eee ee SPE ee 1197 
Irving Trust Co. Sop ee Ne RENO NN Rin hee S 836 
Manufacturers Trust Co. 829 
Marine Midland Trust Co. 750 
J. P. Morgan & Co., Inc. 1018 
New York Trust Co. ‘ 1088 
United States Trust Co. 1083 
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Genesee Valley Union Trust Co. ..... 1260 
Lincoln Rochester Trust Co. . 1135 
NN MI OS ooo edhe cocnanncxeadtacabassiccns 277 
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Northern New York Trust Co. ......... 397 
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Charlotte 
American Commercial Bank ......................--..-- 1251 
OHIO 
Akron 
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Cincinnati 
Central Trust Co. 
Fifth Third Union Trust Co. 
Cleveland 

Central National Bank 
Cleveland Trust Co. 
National City Bank 
Columbus 
Huntington National Bank 
Ohio National Bank 
Toledo 

Ohio Citizens Trust Co. 
Toledo Trust Co. 


PENNSYLVANIA 
Philadelphia 
Fidelity-Philadelphia Trust Co. . 
First Pennsylvania Banking & Trust Co. . 
Girard Trust Corn Exchange Bank .......... 
Liberty Real Estate Bank & Trust Co. .... 
Philadelphia National Bank 
Provident Tradesmens Bank & Trust Co. 
Pittsburgh 
RPMMNRNN EIIBE MOND, cca tcgct cok scores apsnonecnseans 
Mellon National Bank Turst Co. 
Peoples First National Bank & Trust Co. 
Reading 


Berks Title Insurance Co. 


RHODE ISLAND 


Providence 
Industrial National Bank 
Rhode Island Hospital Trust Co. 


TENNESSEE 


Knoxville 

Fidelity-Bankers Trust Co. 
Memphis 

First National Bank ..... 
National Bank of Commerce 
Union Planters National Bank 
Nashville 

Commerce Union Bank . 
Third National Bank ..... 


TEXAS 


Dallas 

First National Bank . ‘ 
Mercantile National Bank 
Republic National Bank 
Fort Worth 

First National Bank _.... 
Fort Worth National Bank @ 
Houston 

Bank of the Southwest, N.A. 
Houston Bank & Trust Co. .. 
National Bank of Commerce .... 
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Charlottesville 

Peoples National Bank .. 
Lynchburg 

First National Trust & Savings Bank 
Norfolk 

National Bank of Commerce 
Richmond 

First & Merchants National Bank 
State-Planters Bank of Commerce & Trusts .. 
Virginia Trust Co. ......... ? 
Roanoke 
First National 


Exchange Bank .. 


WASHINGTON 
Seattle 
National Bank of Commerce 
Seattle-First National Bank 


WEST VIRGINIA 


Charleston 

Kanawha Valley Bank ........................ 
WISCONSIN 

Milwaukee 


Firat Wisconsin Trust Co._....:.......-........ 
Marine National Exchange Bank .......... : 


CANADA 
Halifax 
Eastern Trust Co. 
London 
Canada Trust Co. 
Montreal 
Administration & Trust Co. 
Montreal Trust Co. 
Royal Trust Co. 
Toronto 
Canada Permanent Trust Co. 
Chartered Trust Co. 
Crown Trust Co. 
Guaranty Trust Co. 
National Trust Co. 
Toronto General Trusts Corp. 
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OLD COLONY 


TRUST COMPANY 


New Englana’s 
Largest Corporate Fiduciary 











What happens next may Surprise you... 


You, as an attorney, may see him out of a sense of 
duty to your client. But before many minutes pass, 
you will realize there’s something of unusual value 
in the plan the Connecticut General man brings you. 


First, this is not just a collection of ideas. It is a com- 
prehensive and closely reasoned study prepared for 
one of your clients. You'll realize and appreciate the 
hours of research behind the CG man’s evaluation 
of every asset in terms of your client’s goals in life. 


The CG man has done solid groundwork. His notes 
are related to your client’s current and future needs. 


They include recommendations for a more produc- 
tive arrangement of all the assets. It’s all there for 
your consideration. 


You may look forward to the CG man’s first visit 
with only mild curiosity. Often, however, this visit 
will prove so profitable to you as a lawyer and to 
your client, the CG man becomes a frequent and 
welcome visitor for many years to come. 


Life... Accident ... Health .. . Pension Trusts 
Group Insurance and Pension Plans . . . Annuities 


cS CONNECTICUT GENERAL 
6440 
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